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PREFACE
Had some modern Moses, at the very beginning of the
Laundry Industry, established a uniform method of cost
accounting for laundries, we would occupy today, a much
higher place among the industries of our country, than we do.
Ignorance of the cost of producing various classes of
laundry work, has stood in the way of the progress of our
Industry more than any other one thing. Millions of dollars
have been squandered in useless effort to produce and sell
certain classes of laundry work at less than cost. This has
brought about ruinous conditions, and has only tended to dis
credit us as business men and to act as a barrier to our pro
gress.

The L. N. A. Standard System of Cost Accounting has
not “just happened.” It has been brought about only after
a great deal of experimentation with home-made systems,
which at best, were only designed to serve individual purposes.
Comparisons between laundryowners on the cost of produc
tion were well-nigh impossible, and in most cases, served only
to cloud the issue and bring about argument.
Fortunately, in the early days, those who guessed at the
cost of producing shirts and collars did a fairly good job,
and for a time, or so long as the great bulk of laundry busi
ness was made up of this class of work, our Industry pros
pered. When the time came for the exploration of new fields
of endeavor, we were not so fortunate. The guessers failed to
do as good a job of guessing when it came to the production
of commercial flat work, which was the second step in the
expansion and development of our Industry.
Prices on this class of work have always been too low.
Those having the work to give out in quantities were much
better buyers than the laundryowners were sellers. This
brought about competition of a ruinous nature, and for a great
many years, only tended to disturb local conditions and to
create bad competitive methods.
The laundryowners have not maintained a monopoly on
this sort of thing, as practically all other kindred industries
have been in about the same condition.

The L. N. A. Standard System of Cost Accounting came
into being before the general movement for better and more
uniform cost accounting methods had been brought about
through the efforts of Edwin N. Hurley, the then Chairman
of the Federal Trade Commission. President Wilson, in a
letter written during May, 1916, to Mr. Hurley, expressed
himself, in part, as follows:

“Your Boston speech is before me, in which you outline
some of the work which the Federal Trade Commission is
doing for the business men of the country. I wish to com
mend your efforts generally, and in particular your endeavor
to assist the small manufacturer and merchant to better his
condition by helping him to improve his cost accounting and
bookkeeping methods.
“This is a step in the right direction and one of the main
fundamentals of any successful business. It is most important
to the future success of a business man that he should know
what his goods actually cost to manufacture and to sell. If
he has these facts, they will enable him to present a modern
balance sheet to his bank, and as a result he will be better
able to obtain credit with which to expand and develop his
business.”
From the foregoing will be seen the great importance that
the Chief Executive of our Government placed on those move
ments which the L. N. A. has been advocating during recent
years.

And now that we are entering a new field of endeavor
and are taking upon our shoulders the responsibility for the
relieving of the housewife of her washday burdens, it is all
the more important that each step of progress made in the
development of this new line of laundry work, should be
done along most scientific lines.

A comprehensive and uniform cost accounting system
is as necessary in the intelligent production of this and all
other classes of laundry work, under the ever changing con
ditions that prevail today, as is the other equipment neces
sary to the production of this work. In fact, no business is

ready to open its doors until its cost accounting methods have
been decided upon and installed.
In the early days, this was the last thing to be given con
sideration, but today it is one of the first that should be given
consideration, as it is the barometer which tells us when we
are on the right course as well as when business storms are
brewing.

Trade associations and their service features are a means
to an end, and not the end in themselves. They can only point
out the way to help the member to help himself.

A comprehensive cost accounting system is the best check
in the world on productive efficiency. Every item of expense
is set out in such a way as to permit of comparisons from
month to month and from year to year in the individual
business, and where the system is uniform, it has the added
advantage of providing the means through which users of
the system can compare with each other.
For example, members of the L. N. A. who are users of
our Standard System of Cost Accounting, through the informa
tion which comes to them from their monthly profit and loss
statements, have frequently had pointed out to them, items
of expense which were abnormally high. After analyzing
these statements and comparing with other users of the
system, they have found out what the percentage of various
expense items should be, and have frequently been able to
bring about changes which greatly reduced these items.

In one case that we know of, a laundryowner, through
this practice, has been able to bring about economies which
netted him six per cent on the gross sales of his business for
one year. This six per cent represented nearly one-half of
his total net profits.
The sweetest money that any laundryowner or other
business man can make, is that which he makes on his plant
efficiency.

The first thing that a business man should do when he
finds his costs are high and his profits unsatisfactory, is to
undertake to reduce his productive and selling cost, and the
last thing for him to do is to increase the price of his product.
This is sound economics and good business practice, especially
in the laundry business.

While it is very important that we secure adequate profits
from the operation of our plants, these profits should be se
cured from efficient plant operation rather than from charg
ing the public for our inefficiency.

It profits a man very little to put an abnormally high price
on his product. Volume has a great deal to do with profits
in any business and if prices are placed so high as to decrease
volume, profits will not be satisfactory, even at high prices.
The aim and purpose of the Service Bureau of the Laun
dryowners National Association is to advance the interest of
laundryowners, through increasing the good-will of the public
for our Industry. Good-will is a mighty valuable asset to any
business and to any industry. We feel that in building our
National Association service to its members along these lines,
we are building strong and building for the future.

One laundryowner who has used the L. N. A. System for
several years, makes the unqualified statement that the in
stallation of this system and the application of the informa
tion secured from it to his productive problems, has netted
him over $10,000 each year. The earning power of his plant
was increased to this extent through throwing out work that
was found to be unprofitable and supplanting it with other
work that was profitable, and through other valuable infor
mation secured, bearing on plant efficiency.
Another laundryowner makes the broad statement that
he never knew anything about the finer points of the laundry
business, until after the system had been installed in his plant
and he had begun making use of the information that he
secured from it.

Still another laundryowner who has been in the busi
ness for twenty-six years, states that he has never really known
where he stood financially, until this system was installed in
his plant.
And finally, it may be said that there are so many reasons
why every laundryowner should have a comprehensive and
uniform cost accounting system in his plant, that there are no
reasons worthy of consideration in support of the negative
side of this question.
W. E. F.

PART ONE
The Primary Accounting System
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THE PRIMARY ACCOUNTING SYSTEM
CHAPTER I.
Introductory.
1. As a foreword to the description of the L. N. A. Cost
Accounting System, it must be understood that it is divided
into two parts, the Accounting System and the Cost System.
The Primary or Accounting System provides for the deter
mining of the cost of operating the business as a whole, and
the profit or loss resulting therefrom. The Detailed or Cost
System provides for the determining of the profits or losses
on various classes of work, and the cost of laundering indi
vidual articles, thus enabling a laundry to see where costs
should be reduced or selling prices increased, so as to obtain
the desired profit on each class of work or individual article.
2. While investigating laundry accounting require
ments prior to the adoption of this standard system, it was
found that a great many small laundries did not desire a cost
system, yet they did want an accounting system which would
enable them to compare their percentages of expense with
those who figured costs in detail. Therefore, it is necessary
to divide these instructions so as to cover the Accounting
System in Part One of this book, and the Cost System in Part
Two. The L. N. A. Cost Accounting System is so devised
that a laundry, already having the Accounting System and
desiring detailed costs, needs only to add those features which
relate to the further analysis of the business by departments
and by classes of work, thus completing the Cost System.

3. Through the Accounting System, a statement is pre
sented at the close of each four or five week period showing
the various items of expense which go to make up the cost
of operating the business as a whole. The expense accounts
are so grouped and analyzed as to show the Collecting and
Delivering Cost, General Expense or Administrative Cost,
and the Inside Laundering Cost, which is further subdivided
to show the cost of operating the Power Plant and the Wash
Room separate from the balance of the inside cost. This

system also shows a statement of assets and liabilities of the
business, properly listed and grouped to show the net worth
of the business at any time. The system, however, is not
devised to show the cost of operating the various departments
of the laundry and the cost of handling the various classes
of work, such as Collars, Shirts, Plain Clothes, etc., but merely
to show the profit or loss in a lump sum.

4. The Cost System furnishes all the foregoing informa
tion, and in addition, the cost of operating each department
of the laundry, such as Marking, Washing and Extracting,
Starching, etc., and shows the sales, cost of laundering, and
profit or loss on as many classes of work as is desired, the
usual classification being:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Collars
Shirts
Plain Clothes
Fine Wear
Family Flat Work
Commercial Flat Work
Rough Dry Flat Work
Rough Dry Wearing Apparel
Curtains
Rugs, Blankets, etc.
Dry Cleaning
Linen Supply

It is also arranged so that test costs may be made with
very little extra work, and will, if followed up consistently,
show the costs of the various articles laundered, and steps
may then be taken to reduce the costs if possible, and if not,
to fix appropriate selling prices. A further feature of the
Cost System is that it shows the itemized cost of each class
of articles laundered, thus indicating in which departments
the high operating costs occur. The Cost System also shows
very frequently that at least one class of work is being
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handled at a loss, which is being borne by other classes of
work on which profits are being made. This is not shown
by the Accounting System.

5. In writing instructions of this kind, it is obvious that
it is impossible to cover all of the possible exceptions to the
rule, so they will necessarily have to be written in general
form. It is intended that such exceptions be properly analyzed
and arranged for at the time of installation, and it is recom
mended that a qualified accountant supervise the work at
the time. Any necessary departure from these methods of
procedure should be noted in this book of instructions in a
supplemental form, and the reasons therefor shown in detail.
It will be further noticed that there have been some small
items handled possibly on an arbitrary basis rather than on
the basis of purely technical accounting. This has been in
tentional, because it is felt that there are times when it is
more desirable to secure results on a direct basis that is easily
understood by the bookkeeper or proprietor, than to follow
a procedure which, from a technical standpoint, would be jus
tified, but, at the same time, might be confusing, and thereby
detrimental, because it would affect the practical working
plan which is the basis of this system.
6. Interest on investment, or rent on real estate owned
by the laundry, which is really interest on investment under
another name, should not be charged as an expense. This
is a much debated question, and although from the stand
point of a financier its inclusion as an expense may be correct,
yet from an accounting standpoint, it is not an expense of
the business and should be left out of the costs entirely.
Kester, in his book on “Accounting—Theory and Practice,”
after stating the advantages for and against the charging of
interest on investment, concludes as follows:
7. “Considering both the ends to be attained by, and
the defects and disadvantages of, the inclusion of interest as
an item of factory cost, its exclusion seems best. In this con
nection it is to be noted that all government contracts on a
‘cost-plus’ basis do not allow the inclusion of interest as one
of the cost items. Furthermore, all the ends aimed at by its
inclusion may be secured almost if not equally as well by
statistical records, thus eliminating the objections to the

bringing of interest as an item of cost onto the financial
records.”
8. The Director of the Department of Cost Accounting
is ready to answer all inquiries and to offer suggestions re
garding anything connected with the subject of laundry
accounting, so there need be no misunderstanding. If you
are not entirely sure about something, take the time to find
out. Use your SERVICE BUREAU.

CHAPTER IL

Description of Forms.
9. The equipment for the Accounting System comprises
the following forms and binders:
Cash-Journal.
Recapitulation Forms.
Analysis Forms.
General Ledger.
Supply Ledger.
Supply Requisitions.
Voucher Forms.
Balance Sheet, Profit and Loss Statements (combined).
It will be noted that each form has a number, and in re
ordering stock, this number must be specified in order to
avoid delay and confusion. All additional forms should be
ordered direct from

BAKER-VAWTER COMPANY, BENTON HARBOR,
MICHIGAN,
and it is well not to wait until stock is completely exhausted
before ordering a new supply. In fact, always keep three
months stock ahead and avoid all chance of running out.
Cash-Journal (Form A103C).
10. This is the book in which all original entries are
made, recording the various transactions for the month, and
from which the items are posted to accounts in the General
Ledger. The total of all the debit columns in the CashJournal must always equal the total of all the credit columns,
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as otherwise it is out of balance, and the General Ledger is
bound to be out of balance also.

11. A careful review of this form shows that it provides
special columns for some of the accounts, but the result is
exactly the same as if it were a regular two column journal,
as all items are eventually posted to the General Ledger. The
object in using a form such as this is to save postings to the
General Ledger during the month, and to establish controlling
accounts of subsidiary records. The “Miscellaneous” columns
at the left of this form are for entering debits and credits to
those asset, liability, and revenue accounts for which there
are no special columns, including credits to expense accounts,
for which only debit columns have been provided. Those
accounts that are not active and are entered in the “Miscella
neous” columns are posted individually from day to day to
the General Ledger. The other columns of the Cash-Journal
indicate their definite purposes and are known as controlling
accounts for Accounts Payable, Accounts Receivable, Cash,
Bank, Discount Earned, and Store Room Supplies purchased.
The totals of these columns are posted at the end of each
period, thus making one posting for each of these columns
per month, instead of posting each item individually. This
applies to all except the last column, which is headed “Sundry
Expenses.”
12. Owing to the great number of expense accounts, it
is not practicable to have a form wide enough to provide a
column for each one of them. Accordingly, the various
charges to expense are entered in the “Sundry Expenses” col
umn, showing the account number and department letter,
as explained in Paragraphs No. 29 and No. 30, and
are analyzed on the Recapitulation included in the CashJournal binder, under the tab “Miscellaneous.” At the close
of each period, the totals of each account are posted from
the Recapitulation to the General Ledger. It will be noted
that three individual blank expense columns have been pro
vided on the Cash-Journal form to take care of the three
most generally used items of expense. The items handled
through these individual columns should not be posted to the
Recapitulation, the totals of these individual columns being
posted direct to the General Ledger. Before posting, it should
be proved that the total of the “Sundry Expenses” column
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of the Cash-Journal equals the total of all the expense items
on the Recapitulation, thus eliminating any possible errors
such as failing to post an item or a transposition of figures.
The use of the Cash-Journal is illustrated by Figures No. 2
to No. 9, inclusive.

13. There is one column on this form which is neither
a debit nor a credit column, and should not be posted to the
General Ledger. This is the Bank Balance column, and is
used merely as a memorandum of the balance in the bank.
As each check is entered, the amount may be deducted and
the new balance entered, and deposits should be added to it,
thus indicating at all times the amount of the bank balance.
This is not essential, but is frequently used for this purpose
instead of the check stub.

Recapitulation (Known as 11x14 Recapitulation Form).
14. As explained in Paragraph No. 12, the purpose
of this form is to analyze and recapitulate the “Sundry Ex
penses” column of the Cash-Journal. As illustrated by Figure
No. 10, it should be ruled so as to form twenty-seven columns
on each side of a sheet, and the headings written in so as to
have one column for each ledger expense account. All ex
pense items are posted from the “Sundry Expenses” column
of the Cash-Journal to the appropriate column on this form.
At the end of the period, after the adjusting entries have been
made, the totals of all these columns should agree with the
total of the “Sundry Expenses” column of the Cash-Journal.
These forms should be numbered consecutively with the
Cash-Journal pages to which they refer, and should be in
serted immediately after them in the Cash-Journal binder,
thereby becoming a part of the Cash-Journal itself. The
totals of these columns are posted from these forms to the
appropriate accounts in the General Ledger at the end of the
period.

Analysis Form (Form No. A59C).
15. Among the many uses for this form are the follow
ing: Analysis of Supplies Used, Insurance Expiration Record,
Analysis of Collecting and Delivering Expenses by Routes,
and the compilation of such other data as is required. The
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first two mentioned are the most common uses of this form,
and the illustrations will clearly show their use. The Anal
ysis of Supplies Used, as illustrated by Figures No. 11 and
No. 12, is made up from the requisitions filled from the store
room, which are entered under proper headings. A single
Cash-Journal entry is made at the end of the period, credit
ing Store Room Supplies and debiting the various expense
accounts, as shown by this analysis.

16. The purpose of the Insurance Expiration Record,
as illustrated by Figures No. 13 and No. 14, is to show the
name, number, expiration date, and premium of each in
surance policy, the account to which it is to be charged, and
the amount expiring each month. From this form, the data
will be obtained to make a Cash-Journal entry at the end of
the period, crediting Unexpired Insurance, and debiting the
various insurance expense accounts.
17. The Analysis of Collecting and Delivering Expenses
by Routes, as illustrated by Figure No. 15, while not essential,
is valuable information, and is desired by a great many laun
dries. A study of this analysis frequently shows that the col
lecting and delivering cost on one route is out of proportion
to the amount of work handled. When the collecting and
delivering cost of all routes is shown together, this condition
would be hidden.

General Ledger (Form A1104C).
18. This is a simple ledger form, to which postings are
made from the Cash-Journal and the Recapitulation. There
should be a separate ledger sheet for each account. At the
end of each period, the total of all the debit balances in the
General Ledger should equal the total of all the credit bal
ances. A statement of the accounts so listed as to show this
fact is called a Trial Balance, and should be taken before the
statements are prepared. It is suggested that this Trial Bal
ance be taken directly from the General Ledger on an adding
machine, as this method saves considerable time. It is not
necessary to draw up a formal Trial Balance, as the state
ments themselves answer this purpose. After the Trial Bal
ance is found to be correct, the monthly statements (Form
A1101C) are prepared from the balances as shown by the

General Ledger at the end of the period. Figure No. 16 illus
trates the use of this form.
Supply Ledger (Form A1105).

19. One of the principles of this system of accounting
is the maintenance of a store room, to which all supplies are
charged when purchased, and credited when used. It has been
found that occasionally there is a laundry that does not oper
ate a store room, and hesitates to put in the system for this
reason, feeling that it will cost too much to have a store room
and a stockkeeper. However, it has been actually demon
strated that the principle of the store room can be followed
out in a laundry where there is no physical store room. The
only thing necessary is care in recording the supplies used.
Of course, the actual store room is a much better arrange
ment, especially in the larger laundries, and should be used
whenever possible, as there has been too much laxity in re
gard to this in laundries in the past. However, the lack of
a store room is not a sufficient reason why the accounting
system should not be installed.
20. The Supply Ledger is a subsidiary record used to
keep an account with each individual commodity of supplies
put in the store room for use in the laundry later. The form
shows the Box Number, which is the location of the supply
in the store room; the Unit of Measure, which is the yard,
piece or pound, depending upon the nature of the commodity;
the Minimum Balance, which indicates when new supplies
must be ordered, as when the balance on hand of this par
ticular supply reaches the minimum, it is time to order more
for delivery before the old stock is completely exhausted.
The cost of freight or express on supplies purchased should
be added to the cost of the commodity.

21. The ledger is indexed according to commodity in
alphabetical order, for example, soap is entered under the
index “S”, and a separate page made for each particular brand
of soap, and also if it is the same brand, but at a different
price. This is a great convenience in entering invoices and
requisitions.
22. It is also very helpful if a number is given to each
shipment of supplies, this number to be placed on each barrel
or box in the shipment, and also on the invoice, requisitions,
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and Supply Ledger. This will indicate the exact goods used,
especially if there are similar goods on hand at varying prices.
These invoices of shipments should be numbered in sequence,
and care should be taken that numbers are not duplicated.

requisition is entered on Analysis of Supplies Used, as ex
plained in Paragraph No. 15, it should be initialed on
the line “Recapitulated.” The form properly filled out is
illustrated by Figure No. 18.

23. The book inventory as shown by the Supply Ledger
should be constantly checked with the physical goods on hand.
The best method to follow is to check a supply item when it
gets low and just before a new quantity is received. This is
very easily done and is much to be preferred to the checking
of the entire Supply Ledger at one time. Any slight differ
ences, due to shrinkage in weight, etc., can be adjusted at this
time, and any serious difference indicates carelessness in
handling supplies, or perhaps the dishonesty of an employe,
both important matters surely deserving attention.
24. The illustration, Figure No. 17, shows the goods
purchased, the goods used, and the balance still on hand,
both in quantities and amounts. The data for the goods pur
chased is obtained from the original invoices, while the data
for the goods used is obtained from the requisitions, as ex
plained in Paragraph No. 26.

Voucher (Form No. C110).

Requisition (Form No. A106).

25. Except in a large laundry employing a regular stock
keeper, the filling of requisitions can be done at odd times,
and need not interfere with the productive time of the em
ploye. Frequently, all requisitions are filled the first thing
in the morning, or in small plants, a week’s supply is requisi
tioned out for the coming week on Saturday afternoon.
Usually this is all the time necessary, and little time is needed
to requisition any additional supplies needed during the day
or week.

26. No stock should be issued from the store room
unless a requisition is made and signed for same, showing
the account and department to which it should be charged,
also the quantity and description of the goods, and the num
ber of the shipment as it appears on each package of goods.
The price is obtained from the Supply Ledger, and the
amounts should be entered therein, deducting the amounts
from the previous balance. When this is done, it should be
initialed on the line “Entered in Stock Record.” When the

27. This form is to be filled out for every payment
made by check, for which there is no invoice, for example,
petty cash expenditures, pay roll, claim for lost goods, etc.
The use of this form is shown by the illustrations, Figures
No. 19 and No. 20, and these vouchers should be filed with
the paid invoices, the same as any other invoice.
Balance Sheet and Profit and Loss Statement (Form A1101C).
28. This form is made up at the end of each four or
five week period from the balances as shown by the General
Ledger. The five week periods are identified by the last day
of the calendar month falling on Thursday, Friday or Satur
day, in which case the fifth week would be included in the
period. Every period ends on a Saturday. Accordingly,
there are four five-week periods, and eight four-week periods
in the year.
29. As a matter of convenience in referring to the
accounts, they are numbered and grouped. Accounts No. 1
to No. 31 inclusive represent all the asset accounts; No. 32
to No. 44 inclusive, all the liability accounts; No. 45 to No. 50
inclusive, all the capital accounts; No. 51 to No. 107 inclusive,
all the operating expense accounts; No. 108, earnings; No.
109, overcharges; No. 110 to No. 114 inclusive, all the non
operating income accounts; and No. 115 to No. 117 inclusive,
all the non-operating expense accounts. One of the first things
to do is to become familiar with these groups and the descrip
tions or titles of the accounts composing a group, as this will
aid in following the instructions. Open accounts can be
used for exceptional items when it is desired they be kept
separate.
30. Operating expense accounts, No. 51 to No. 107 in
clusive, are further subdivided, so as to show the portion of
each expense item applicable to the following departments:
A. Collecting and Delivering.
B. General and Administrative Expense.
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C. Dry Cleaning Expense.
D. Open.
E. Power Plant.
F. Wash Room.
G. Other Laundry Departments.

For example, Productive Labor used in the Wash Room
would be shown as Account No. 51F; the number 51 show
ing the expense item, and the letter F, the department to
which charged. Another example is Repairs to Auto Delivery
Trucks. This item should be charged to Account No. 66A,
the number indicating that the expense is Repairs, and the
letter indicating that it should be distributed to Collecting and
Delivering. Thus it will be seen that in some cases there will
be several expense accounts of the same number, the letter
alone being changed.

31. A review of the Balance Sheet, as illustrated by
Figure No. 21, will show a list of the assets and liabilities,
properly arranged and grouped, with the net worth of the
business shown by the total of Accounts No. 45 to No. 50.
Account No. 50 shows the profit or loss from the time of the
last closing of the books to the date of the statement, or, as
it is called, “Year to Date.” Thus it will be seen that Account
No. 50 is a closing or balancing account, as the total of the
assets equals the total of the liabilities. The operating profit
for the year to date is carried forward from the reverse side
of the statement to the first line under non-operating accounts.
32. On the reverse side of this same form is the Profit
and Loss Statement, as illustrated by Figure No. 22, showing
the expenses, earnings and profit for the year to date in the
first column, and the current period in the second column.
The second column is analyzed into the departments as ex
plained in Paragraph No. 30.
33. The percentages shown in the columns headed
“Year to Date” and “Current Period” should be noted. Earn
ings, Account No. 108, is the basis of 100 per cent, and each
expense item is divided by the amount of the Earnings in
order to find its percentage. A comparison of these percent
ages from month to month, and from year to year, is very
valuable, and is recommended as the very best way of find

ing the leaks in the business. Comparisons can be made
with other laundries operating this system, and the informa
tion thus secured can be made use of in many ways which
will suggest themselves to the user of the system. The figur
ing of percentages is most important, and it is urged that
every user of this system see to it that they are always figured
and recorded in the columns provided on the forms for that
purpose.

CHAPTER III.
Instructions for Installation.
34. It will be impossible to give complete instructions
governing the installation of this system in a book of this
nature, because it is difficult to cover all of the possible ex
ceptions attached to any system of accounting, particularly
as applied to assets and liabilities. Generally there should
be no variation from the rule with the revenue and expense
accounts.

35. Before opening the books, the data should be
secured to complete Form A1101C, as illustrated by Figure
No. 1. A description of the various accounts included in
this form will be covered in Chapters IV and V, and they
should be carefully read through before completing the state
ment called for. This statement of assets and liabilities, or
Balance Sheet, as it is called, shows the financial standing to
begin with, and is the basis for the opening of any set of
double entry books.
36. An entry should be made in the Cash-Journal, debit
ing the asset accounts and crediting the liability and capital
accounts with the amounts as shown in the Balance Sheet just
described. This is known as the “opening entry,” and is
illustrated by Figures No. 2 and No. 3.

37. In opening the General Ledger, it will be necessary
to number and title all of the accounts as called for on the
Balance Sheet and Profit and Loss Statement, Form A1101C,
using a separate ledger sheet for each account. The various
items of the opening entry in the Cash-Journal should be
posted to the appropriate ledger accounts.

STANDARDIZED SYSTEM OF COST ACCOUNTING.
38. At the time of installation, the inventory of supplies
should be entered in the Supply Ledger, together with quan
tities, prices and amounts, and arrangements made to secure
requisitions of supplies used following the date of the inven
tory. No supplies should be included in the inventory unless
they are paid for, or the invoice covering same is included
in Accounts Payable.
39. The Insurance Expiration Record, as explained in
Paragraph No. 16, should be started at this time. For an
illustration of this record, see Figures No. 13 and No. 14.
40. Schedules should be prepared showing the division
of expense items affecting different departments. This
division as it affects the various expense accounts will be
covered in detail in Chapter VII, at the same time the accounts
themselves are explained.

CHAPTER IV.

Ledger Accounts—Assets.
Controlling Accounts.
41. In a business where there are a large number of
customers’ accounts, it would be extremely difficult to get a
trial balance if they were kept individually in the General
Ledger. Instead of this, one account is kept in the General
Ledger covering all of the customers’ accounts, which is an
example of a controlling account. The individual accounts
are kept in a “Customers’ Ledger,” the balance of which should
equal at all times the balance of the controlling account in
the General Ledger.

42. Debits to this controlling account in total arc debited
to the Customer’s Ledger in detail, and credits to the con
trolling account in total are credited to the customers’
accounts in detail. Each month, the controlling account is
debited and credited with the total of each class of items
which have been separately debited and credited in the sub
sidiary record, and if the work is correctly done, it is obvious
that the two must agree as to totals.

43.

Controlling accounts used in this

system are
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Accounts Receivable, Accounts Payable, and Store Room
Supplies. The details of these items are not carried in the
General Ledger, but in subsidiary ledgers especially designed
for the purpose.

Account No. 1. Petty Cash Fund.

44. In order to provide for the payment of miscella
neous small items of expense, for which it is not convenient
to draw separate checks, a check should be drawn for a cer
tain amount, charged to Petty Cash Fund, and carried as a
fund from which to pay these small items in cash. A record
should be kept of all payments made from this fund, and at
the end of each period, or as often as the fund becomes de
pleted, a check should be drawn for the amount disbursed,
and charged to the various expense accounts as indicated by
the record. It is suggested that this record be kept on Form
C110, as illustrated by Figure No. 20. This check will be
credited to the bank in the Cash-Journal and cashed to reim
burse the fund. Drawing a check for the amount of expendi
tures and charging them direct eliminates the necessity of
debiting and crediting the Petty Cash Fund itself in detail.
Only the original fund check is charged to the Petty Cash
Fund, the checks to replace expenditures made from it being
charged to the various expense accounts covering same. The
original charge to Petty Cash Fund will stand indefinitely,
unless the fund itself is increased or decreased.
Account No. 2. Banks.

45. It is intended that this account reflect the balance
on hand with the banks. All cash receipts regardless of their
nature should be deposited, and with the exception of dis
bursements made through the Petty Cash Fund, just described,
all expenditures should be made by check. This establishes
a control over the cash and bank accounts, and practically
eliminates errors.
Account No. 3. Cash on Hand.

46. This account should show the amount of cash re
ceived that has not been deposited in the bank. It usually
covers the cash till or change fund. The daily deposits should
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cover the total of the previous day’s cash receipts, and the
balance of the account should be the same from day to day,
that is, representing the amount of cash carried as a change
fund.

Account No. 9.

Account No. 4.

53. This account controls the Supply Ledger. All sup
plies purchased should be charged to this account, and all
supplies used should be credited to it, the balance always
showing the amount of supplies in the store room, the details
of which will be found in the Supply Ledger. It is subject
to verification by totaling the balances of all the individual
items in the Supply Ledger, and comparing the total with
the balance of this account.

47.

Open.

Account No. 5. Notes Receivable.

48. The name of this account indicates its purpose. In
case a promissory note is being held in settlement of an ac
count, or for money borrowed from the laundry, it should
be shown as a debit to this account. Any new notes received
should be credited to this account and charged to cash.
Account No. 6. Accounts Receivable.
49. This account represents the amount of money owed
by customers on open account, the amount of bundles on
hand, bundles delivered for which the driver has not turned
in the money, and ledger customers who have not yet paid
their accounts. At the end of the week, Accounts Receivable
should be charged with the amount of the sales for the week,
the details of which are shown in the subsidiary records.
When charging Accounts Receivable, the sales account,
Earnings, Account No. 108, should be credited. The daily
cash receipts are credited to Accounts Receivable and charged
to Cash. It will not be necessary to enter on the Cash-Journal
the names of those who have paid their accounts, if they have
already been checked off in detail in the subsidiary records.

Account No. 7. Personal Accounts, Dr.

52.

Open.

Account No. 10. Store Room Supplies.

Account No. 11. Fuel.

54. All invoices for fuel should be charged to this ac
count, and a requisition made at the end of each week for the
quantity used. This is accomplished through the use of an
automatic weighing device in the form of a conveyor. Where
this is not provided for, the amount of coal on hand can be
approximated at the close of each week, and the difference
between the amount on hand and the amount called for by
this account will be considered as used. Through the law
of averages, this will work out approximately correct. When
ever the stock gets very low, any errors of approximation can
be determined and corrected.
Account No. 12. Feed, Stable Supplies.

55. The explanation of Account No.. 11 applies very
closely to the manner of handling this account also.

50. It sometimes happens that officers or outside people
are indebted to the laundry for some form of accommodation.
This account will take care of items like cash advanced tem
porarily, which is to be paid back later. Assets of this
kind should be shown in this account. At the time of pay
ment, the account should be credited and cash debited.

Account No. 13.

Account No. 8.

Account No. 15.

51.

Open.

56.

Open.

Account No. 14.

57.

58.

Open.

Open.

STANDARDIZED SYSTEM OF COST ACCOUNTING.
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Property Accounts.

Account No. 16. Land.

59. In taking up the explanation of Property Accounts,
it should be understood that the values as shown in these
accounts represent the original cost, that is, the purchase price,
freight, installation, etc. If the original cost is unknown,
these accounts should be set up on appraisal valuations, using
the gross or appraised value, less a percentage to bring them
down to the actual value, because, as a general rule, appraisal
valuations are too high for accounting purposes.

63. This account represents the original purchase price
of the land. It is not subject to depreciation on the principle
of wear and tear, as is the case with Buildings, Machinery and
Equipment. Questions regarding depreciation and apprecia
tion of land values may be referred to the Director of Cost
Accounting for analysis and instructions as to the proper
entries.

60. The Depreciation Reserve, Account No. 41, repre
sents the amount of depreciation to date, therefore, the differ
ence between the Property Accounts and the Depreciation
Reserve indicates the depreciated or sound values. By build
ing up a Depreciation Reserve instead of deducting the de
preciation from the Property Accounts, the original cost value
of the equipment is kept intact, while the depreciated values
are shown on the books also.
61. The Property Accounts are debited only when new
equipment is purchased, and credited when old equipment is
sold or otherwise disposed of. The amount of Depreciation
Reserve, when opening new books on appraisal values, should
be the difference between the gross and sound values, the
latter being reduced by the same percentage as the gross
values, in case a reduction is made from appraisal valuations.
62. As the depreciation is figured as a percentage of the
gross value of the Property Accounts, it follows that the
higher these values are, the higher the depreciation charges
will be also. In this system of accounting, depreciation should
not be figured on the diminishing value, but should be a per
centage of the cost value. In case a machine depreciates ten
per cent a year, this means that one-tenth of the cost is charged
to depreciation each year, the machine being entirely charged
off at the end of ten years. If this were depreciated at the
rate of ten per cent a year on the diminishing value, only
sixty-five per cent of the cost value would have been charged
off in ten years, which is too small a depreciation charge for
laundry machinery. Other methods of charging depreciation
are complicated, and the method used in this system is the
best practical one for laundries.

Account No. 17. Buildings.

64. This account represents the value of the buildings
and all improvements to the property. It is carried separate
from the land value because it is subject to depreciation.
The amount of depreciation cannot be definitely determined
except as it applies in individual cases. The most generally
accepted rates per annum quoted are: Ordinary frame con
struction, five per cent, combination or semi-fireproof con
struction, four per cent, and ordinary fire-proof construction,
three per cent. The rates quoted are subject to change in
accordance with the rulings of the Bureau of Internal Rev
enue. The prevailing correct rate may be obtained from
any local Internal Revenue Office. This account at all times
reflects the original investment, plus any additions which are
purely capital investment, less any Buildings disposed of.
Account No. 18.

Machinery and Equipment.

65. As a matter of convenience, this account is divided
into three accounts, numbering them 18A, 18B, and 18C, in
order to separate the cost value of the equipment in the Power
Plant, Wash Room, and Other Laundry Departments. This
is the more convenient way of allocating plant values and
charging up additional investments. All three of these units
are subject to depreciation at the rate of ten per cent per
annum. While it is known that every machine in the laun
dry does not depreciate at the same rate, yet it has been found
that the average is approximately ten per cent. All additional
investments in Machinery and Equipment, including the cost
of freight, drayage, installation, etc., should be charged to
these accounts. It is very important that items which are
renewals are not charged to these accounts, as such items are
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chargeable to the Depreciation Reserve, except in the case
of small miscellaneous repairs, which should be charged
direct to the regular repair accounts as expense.

Account No. 19. Delivery Equipment.
66. This account represents the cost value of Horses
and Wagons, Gasoline and Electric Auto Trucks, Shipping
Baskets, and such other items as are clearly a part of the
Delivery Equipment. The principles involved in handling
this account are practically the same as explained in handling
the other property accounts. The generally accepted rates
of depreciation per annum for Delivery Equipment are:
Horses and Wagons, fifteen per cent, Gasoline Auto Trucks,
twenty per cent, Electric Auto Trucks, fifteen per cent, other
Delivery Equipment, twenty-five per cent. It is important
to distinguish between additional investments, renewals and
repairs as applying to this account. Separate ledger accounts
should be opened, numbered 19A, 19B, etc., to cover each
class of Delivery Equipment which depreciates at the various
rates. For example, Gasoline Auto Trucks should not be in
cluded in the same account as Horses and Wagons, because
of the varying rates of depreciation.
Account No. 20. Office Equipment.

67. This account indicates the cost value of Office
Furniture and Equipment. The method of handling this
account is similar to that of the other Property Accounts.
The rate of depreciation is ten per cent per annum. New pur
chases of office equipment are charged to this account, and
any office equipment disposed of is credited to it. Small
supplies, such as pencils, typewriter ribbons, dusters and the
like, should not be charged to this account, but should be
charged to Office Expense, unless bought in sufficient quan
tities to justify their being carried in Store Room Supplies,
and requisitioned as used. All expenses referring to Office
Equipment are distributed to General Expense, for example,
depreciation of Office Equipment is charged to Account No.
67B.
Account No. 21.

68.

Open.

Account No. 22.
69.

Open.

Account No. 23.

70.

Open.

Account No. 24.

71.

Open.

Account No. 25. Good-Will.
72. This is an account that is not very often found on
laundry books, but its inclusion in these instructions seems
best. It first must be understood that Good-Will cannot find
its way upon the books except through direct purchase.
Although the Good-Will may be worth something to a laun
dry, it has no real financial value until sold, and therefore
cannot be placed on the books in any other way than that
mentioned.
73. Good-Will does not depreciate, although it may
fluctuate in value. When profits are large, Good-Will is a very
real asset, and there is certainly no justification for charg
ing it off to expense. When profits are small, its value is not
so great, and while there might be some justification for
charging it off, yet this is just the time that profits are not
sufficient to bear this charge, therefore, it is the opinion of
the best accountants that when Good-Will is set up on the
books, it should be carried as a permanent asset at cost price.
Account No. 26. Unexpired Insurance.

74. The balance of this account should equal the un
earned premiums of all insurance policies. Accordingly, at
the time the policy is issued, the invoice covering the premium
should be credited to Accounts Payable, and charged to this
account. At the close of each period, the amount of expired
premiums should be computed from the Insurance Expira
tion Record, and credited to this account, the charge being
made to the proper expense accounts.
75. For example, if an insurance premium amounted to
$52.00 for one year, this amount would be charged to this
account, and at the end of each four week period, four-fifty-
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seconds of the premium, or $4.00, would be credited to this
account, and charged to the proper expense account, while
at the end of each five-week period, five-fifty-seconds of the
premium, or $5.00, would be the amount. This is found by
dividing the premium by the number of weeks it covers, in
this case, fifty-two, and multiplying the weekly amount by
the number of weeks covered by the period.
Account No. 27. Deferred Charges.

76. This account is to be used for other expense items
paid in advance, just as Account No. 26 is used for Unexpired
Insurance. For example, the cost of advertising calendars
given to customers should be charged to this account, and
carried as an asset, and a pro rata share credited to this ac
count and charged to advertising expense each month during
the year. This is known as a Deferred Charge, because the
charging to expense is deferred until a later date. Another
example of a deferred charge is Association dues. Separate
accounts should be opened for each class of deferred charges,
and numbered 27A, 27 B, etc.

Account No. 28.

77.

Open.

Account No. 29.

78.

Open.

Account No. 30.
79.

Open.

Account No. 31.

80.

Open.

CHAPTER V.

Ledger Accounts—Liabilities.
Account No. 32.

Notes Payable.

81. This account indicates the total amount of money
owing for which notes have been issued. It is handled in

11

much the same manner as Notes Receivable, except that the
transaction is reversed. When notes are issued, this account
should be credited with the amount, and when paid, should
be charged with the same. Mortgages Payable should be car
ried on a separate ledger page under this same account num
ber.

Account No. 33. Accounts Payable.
82. This account should always reflect the amount of
current indebtedness. All invoices should be credited to it
immediately upon being received, and charged to Store Room
Supplies or to the proper expense account, as the case may
be. Some business houses do not enter invoices until they
are paid, but it is a much better practice to put them on the
books immediately upon receipt and checking of the items
covered by them, thus making the books show the liability
as soon as it is incurred, and charging the expense items to
the proper period. When the account is paid, it should be
charged with the amount of payment.
83. In most laundries, the number of unpaid invoices
do not justify carrying an Accounts Payable Ledger. In lieu
of this, the unpaid invoices are kept together in a file, and
the total of these invoices should at all times equal the bal
ance of this account in the General Ledger, thus producing
the trial balance of Accounts Payable.
84. In case an Accounts Payable Ledger is not kept, it
is important that the “Date Paid” column in the Cash-Journal
be used. When an invoice is paid, the date of payment should
be placed in this column opposite the entry crediting and
the entry debiting the account in the Accounts Payable
column. This will indicate just what invoices are paid and
those that are unpaid, thus permitting a comparison of the
invoices on file with those shown to be unpaid by this account.
This plan is to be followed only when the invoices unpaid
are few, as otherwise it will be necessary to open a subsidiary
ledger to which would be posted the debits and credits affect
ing each individual creditor’s account.
Account No. 34.

Drivers’ Deposits.

85. If drivers are required to furnish a cash deposit or
guarantee fund, the amount of same should be credited to
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this account, representing a liability of the laundry for their
funds in its possession. When paid back to the driver, this
account should be charged.

Account No. 35. Accrued Labor.
86. If the pay roll for the current week is taken care
of every Saturday, there is no occasion for using this account.
However, most laundries closing their books on a four and
five week basis must, for convenience sake, pay some time
during the following week. Accordingly, the accrued pay
roll owing at the close of a period must be considered as a
liability, and will be shown in this account. At the time of
closing, the various expense accounts will be charged with
their respective amounts of the pay roll accrued, and the total
credited to this account. When check is drawn, this account
will be charged, thus closing same.

Account No. 36.

Accrued Taxes.

87. Although this account is usually used for Real Estate
and Personal Taxes alone, yet Income Taxes are accrued some
times, and they will be shown in this account also. If this
is done, Account No. 36A is used for Real Estate and Personal
Taxes, and Account No. 36B is used for Income Taxes.
88. As taxes are not paid in advance, it is necessary to
charge to expense at the close of each period, its proportion
ate share of the estimated annual taxes for the year, and
credit same to this account, thus showing the liability for
taxes that have accrued to date. As there are fifty-two weeks
in a year, the amount to charge would be four-fifty-seconds or
five-fifty-seconds of the total estimated taxes for the year,
depending upon whether it was to cover a four or a five week
period. In this way, the taxes are charged proportionately
over each period, instead of all in one month as would be the
case otherwise. The amount of estimated taxes can be deter
mined by using the previous year’s taxes as a guide. When
taxes are finally paid, this account will be charged. It must
be remembered that the taxes actually paid each year have
already been charged to expense during the previous year.
89. Account No. 36B should show the amount of Income
Taxes accrued to date. Owing to the fact that it is uncertain
just what this is going to be for the year, some laundries do

not accrue the amount of Income Taxes, but charge it direct
to Surplus when it is paid during the following year. It is
optional whether this item is accrued or not, as these taxes
are not charged to an operating expense account, and thus do
not affect the percentages of cost.
Account No. 37. Sundry Accruals.
90. There are various other expenses apart from labor
and taxes that accrue to the average business, and these should
be provided for. It is not necessary to receive a bill in order
to anticipate an indebtedness. In order to properly reflect
the liabilities, any items of expense that have accrued should
be included in this account. When a bill is rendered covering
an expense that has been provided for in this account, it should
be charged against Sundry Accruals.

91. Generally speaking, it is impossible to tell exactly
what any accrual will be. The intent is to anticipate as nearly
as possible the actual amount of such expense, and, if a dis
crepancy exists, it should be finally debited or credited to
the expense account to correct. Such items as Accrued
Interest and Accrued Water Rent would be included in this
account, opening a separate ledger page for each, and num
bering them 37A, 37B, etc.
Account No. 38.

92.

Open.

Account No. 39.

93.

Open.

Account No. 40. Dividends Payable.

94. As a dividend, as soon as it is declared, becomes a
liability of the corporation, to this account, therefore, should
be credited the amount of any dividend declared, and Surplus
debited. As the checks are drawn to pay it, this account is
charged and the bank credited. Thus, any dividend declared
but remaining unpaid is shown as a liability of the corpora
tion, just as any other Account Payable, but is shown separ
ately in this account.

STANDARDIZED SYSTEM OF COST ACCOUNTING.
Account No. 7. Personal Accounts, Cr.

95. The explanation in Paragraph No. 50 covers Per
sonal Accounts when they show debit balances, or are assets
of the business. Personal Accounts, similar to those previ
ously described, except showing credit balances, and con
sequently liabilities, should be shown in this account.

Account No. 41. Depreciation Reserve.
96. Depreciation is one of the expenses properly charged
to operation. All property values except land at some time
or other will require replacing, and this account should reflect
the accumulated amount of depreciation up to the time of
closing the books. The proper method of handling deprecia
tion is an important matter. The profit for each period is
figured after considering depreciation, and there are no real
profits when figured upon any basis that ignores same.
97. At the close of each period, a journal entry should
be made debiting the proper amounts to the depreciation
accounts provided on the Profit and Loss Statement, and
crediting the total to Depreciation Reserve. The rates of de
preciation have already been given in Paragraphs No. 64 to
No. 67. The charge should be for four-fifty-seconds or fivefifty-seconds of the annual depreciation, depending upon
whether the period covers four or five weeks.
98. For example, suppose the Office Equipment is valued
at $1300.00. The annual depreciation on this equipment
would be $130.00. As there are fifty-two weeks in the year,
the average weekly depreciation would be $130.00 divided
by fifty-two, or $2.50. Thus, a four week period would be
charged with $10.00 depreciation on this equipment, and a
five week period would be charged with $12.50, the charge
being made to Account No. 67B, and the credit to Account
No. 41.

99. When a machine gets into bad condition and must
be overhauled or renewed, the cost of doing so, instead of
being charged to Repairs or to the Property Accounts, should
be charged to Depreciation Reserve, this account being pro
vided for that purpose. This prevents any unusual expense
being thrown into a single period and affecting the records
from a comparative standpoint. If a machine is discarded.
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a journal entry should be made charging its value to Deprecia
tion Reserve and crediting the asset account, thus eliminating
it entirely from the books. If it is sold or traded in on the
purchase of a new machine, the difference between the original
cost and the allowance for it would be charged to the Depre
ciation Reserve and credited to the asset account.
100. For example, if a machine costing originally
$800.00 is traded in on the purchase of a $1000.00 machine,
and the allowance for the old machine is $300.00, it is plain
that $500.00 is chargeable to Depreciation Reserve and the
other $300.00 to Accounts Payable to apply on the purchase
price of the new machine. The credit of $800.00 is made to
the asset account, thus taking this item out of the accounts
entirely. The value of the new machine should be added to
the asset account, or exactly as if a new machine were pur
chased without an allowance being made, in this case, $1000.00.
Two entries are made in this case, one debiting Depreciation
Reserve for $500.00 and Accounts Payable for $300.00, and
crediting the asset account for $800.00, and the other debiting
the asset account and crediting Accounts Payable or the Bank,
as the case may be for $1000.00. See Figures No. 4 and No.
5 illustrating these transactions.
Account No. 42. Bad Debt Reserve.
101. A reserve is provided for possible loss on Accounts
Receivable, and is handled on the same principle as the Depre
ciation Reserve. Instead of waiting until the actual loss or
losses occur on customers’ accounts, and charging these to
expense in one sum, a proportionate charge should be made
each period to the expense account known as Bad Debt
Apportionment, and the amount credited to Bad Debt Reserve.
When an account is found to be uncollectible, an entry should
be made charging Bad Debt Reserve and crediting Accounts
Receivable.
102. In order to arrive at the amount to be charged each
period, the experience of the past two or three years should
be taken as a guide, and an average loss arrived at, based
upon the volume of Accounts Receivable. Experience points
that the loss in Bad Debts is usually equal to one-half of one
per cent of charge sales, although this varies in different laun
dries.
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Account No. 50. Profit and Loss (Closing Account).

Account No. 43.

103.

Open.

Account No. 44.
104.

Open.

Account No. 45.

Capital Stock.

105. Very little can be said of this account, except it
indicates the par value of the capital stock. Special problems
arising in individual cases affecting this account must be
handled at the time of installation, and any additional ques
tions arising may be referred to this Department for advice.
106. In case of a partnership or a proprietorship, instead
of a corporation, this account will show the investment of the
proprietor. In such a case, the word “Stock” will be ruled
out, and the proprietor’s name written after the word
“Capital.” In case of a partnership, similar accounts should
be opened for each partner. These should be shown separately
on the Balance Sheet, in which case Accounts No. 16 and No.
47 will be used also, if necessary. If desired, the total capital
can be shown in Account No. 45, this account being sub
divided to show each partner’s capital.

Account No. 46.

107.

Open.

See Paragraph No. 106.

Account No. 47.
108.

Open. See Paragraph No. 106.

Account No. 48. Surplus.
109. This account should reflect at all times the undi
vided profits of the business up to the last closing of the books.
Profits or losses are credited or debited to this account at
the end of the year, and dividends declared arc charged to
it. Any expense item or other adjustment for the previous
year should be charged or credited to this account.

Account No. 49.
110. Open.

111. This account as shown on the Balance Sheet repre
sents the current profit, that is, profit since the books were
last closed, or, in other words, the difference between the
revenues and expenses, as shown on the Profit and Loss
Statement, and does not appear on the General Ledger until
the books are closed at the end of the year. The statement is
so arranged that it is not necessary to actually close the books
to produce a complete monthly Profit and Loss Statement
and Balance Sheet.

CHAPTER VI.
Ledger Accounts—Revenues.
Account No. 108. Earnings.
112. This account represents the gross revenue from all
classes of work. It is advisable, though not exactly necessary,
that it be divided up into separate accounts for each classifi
cation of work, as explained in Paragraph No. 4. The sales
should be figured at the gross price, without deducting
commissions allowed, free work, etc.
Discount allowed
on commercial or other work in quantity lots, however, should
be deducted, and the sale shown as net.
113. Income from scrap sold, rentals, or discounts
should not be included in this account. It is intended that it
cover only actual sales from laundry production, and mis
cellaneous items of income should be credited to Accounts
No. 110 to No. 114.
Account No. 110.

Discount Earned.

114. Discounts on purchases, as shown by the special
column of the Cash-Journal, should be credited to this account.

Account No. 111. Rentals.
115. Any receipts from property rented to other persons
should be credited to this account.
116. Rent on real estate owned and used by the laundry
should not be charged to Account No. 70 and credited to this
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account, as has been the practice in some instances. Rent
thus charged is really a form of interest on investment and
has no place in the Profit and Loss Statement. This has been
covered in Paragraphs No. 6 and No. 7. Rent on real estate
owned and used by the laundry itself should not be charged
under any circumstances.
Account No. 112. Other Income.

117. All receipts from junk or scrap, empty barrels,
waste paper sold, etc., should be credited to this account..
Account No. 113. Interest Earned.

118. In case it is desired to keep interest earned separate
from interest paid, this account should be opened and credited
with all interest received by the laundry.
Account No. 114.
119.

Open.

CHAPTER VIL
Ledger Accounts—Expenses.
Classification and Distribution.
120. It is very important that the classification of ex
penses be followed as given in these instructions. If this is
not done, much of the value of comparisons with other
laundries will be lost. In classifying these expenses, it has
been necessary to make arbitrary rulings regarding some of
the accounts, but the object has been to make this a
STANDARD SYSTEM, which will give the laundry the best
possible analysis of its expenses, and at the same time con
forming to the requirements of the Bureau of Internal Rev
enue. Any deviation from this classification will throw your
system out of line with the others, and the advantages of
comparisons will be greatly impaired, if not lost altogether.
121. In explaining the following expense accounts,
proper reference is made to the method of distributing same
to the departments as called for on the Profit and Loss State
ment, and described in Paragraph No. 30. Each item of ex
pense must be distributed to either Collecting and Delivering,
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General Expense, Dry Cleaning, Power Plant, Wash Room
or Other Laundry Departments. When they are divided,
the rule by which distribution should be made is also given.
122. As the operating periods are not of a uniform
length, some being four weeks and some five weeks, it is de
sirable that all expenses such as insurance, taxes, deprecia
tion, bad debts, and accrued accounts be apportioned to ex
pense according to the number of weeks in the period. For
example, a four week period should be charged with fourfifty-seconds of the yearly expense, and a five week period
with five-fifty-seconds of the same, because of there being
fifty-two weeks in the year.
123. All expenses pertaining to the office, such as Re
pairs, Depreciation, Insurance and Taxes on the Office Equip
ment, Office Rent, Office Supplies, etc., should be distributed
to the column on the Profit and Loss Statement entitled
“General Expense.’’
Account No. 51. Productive Labor.
124. As indicated by its title, this account should be
charged with the amount of all labor employed in actual pro
ducing, and does not include superintendents or their assist
ants, unless they are classed as working foremen or foreladies.
In order to facilitate distribution, it is advisable to subdivide
this account, as with all other expense accounts, according
to the actual labor employed in each department, as explained
in Paragraph No. 30. Productive Labor is subdivided into
Dry Cleaning, Wash Room and Other Departments. The open
column may be used for Linen Supply or other similar depart
ment of the laundry, in which case the Productive Labor in
this department should be distributed to it.

Account No. 52.

Soap and Soda.

125. The cost of all soap and soda used should be charged
to this account and distributed to the Wash Room. Origi
nally this account was known as Soap only, but as Soda is used
in conjunction with Soap, these two items should be charged
to the same account.
Account No. 53. Wash Room Supplies.

126.

All miscellaneous supplies used in the Wash Room,
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apart from soap and soda, and including such items as sours,
bleach, blue, nets, etc., are charged to this account, and are
distributed to Wash Room.
Account No. 54.

Starch.

127. All starch, starch dressing and sizing used should
be charged to this account and distributed to Other Depart
ments.

Account No. 55.

Paper and Twine.

129. This account covers the cost of paper and twine
only, and is distributed to Other Departments.
Account No. 57.

Boxes and Boards.

130. This account covers the cost of all boxes, shirt
cartons, boards and bands, collar bands, handkerchief cases,
etc., and is distributed to Other Departments.

Account No. 58. Aprons, Coverings, Paddings.
131. The title of this account indicates its exact purpose,
and nothing additional can be said to qualify it. It is distri
buted to Other Departments.
Account No. 59. Water Softener Supplies.
132. All items used in connection with the water sof
tener, such as salt, or soda and lime, etc., should be charged
to this account. In distributing to departments, twenty per
cent of this total charge should be apportioned to the Power
Plant, and eighty per cent to the Wash Room. This approxi
mation is generally correct, as evidenced by reports of engi
neers.

Account No. 60.
133.

Account No. 61. Dry Cleaning Supplies.

134. All miscellaneous supplies used in connection with
dry cleaning, such as preparations for removing stains, should
be charged to this account. This does not include supplies,
which, from their nature, are included in other accounts, such
as Paper and Twine, Boxes and Boards, etc., and which should
likewise be distributed to the Dry Cleaning Department.

General Supplies.

128. This account should cover all miscellaneous sup
plies that have not been given a definite account, and would
include such items as thread, buttons, marking ink, tape and
tags, pins, etc. It is distributed to Other Departments.

Account No. 56.

for dry cleaning purposes and is distributed to Dry Cleaning.

Gasoline (Dry Cleaning).

This account covers the cost of all gasoline used

Account No. 62.

135.

Open.

Account No. 63.

136.

Open.

Account No. 64. Water.
137. This account represents the cost of water used. As
with Water Softener Supplies, twenty per cent of this cost is
chargeable to the Power Plant, and eighty per cent to the
Wash Room.

Account No. 65.

Gas.

138. This account represents the cost of gas used for
operating purposes. It is impossible to confuse it, except
with Light, which is charged to Account No. 74. It is distri
buted to Other Departments.
139. In case gas is purchased for lighting as well as
operating purposes, the charge should be properly apportioned
to each account. Ordinarily this is a small item, and can be
arbitrarily distributed.
Account No. 66.

Repairs.

140. This account is intended to cover any expense in
curred by necessary repairs to Machinery and Equipment,
Delivery Equipment, and Office Equipment. It is necessary
to distinguish carefully between charges to this account, and
such charges as should be properly made to Depreciation
Reserve, and additions to Property Accounts, or, as the latter
is sometimes called, a capital expenditure. Separate accounts
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are opened under this number referring to the various depart
ments, and charges made to these various accounts and dis
tributed to the proper departments on the Profit and Loss
Statement. Building Repairs are charged to Account No. 71.

Account No. 67. Depreciation.
141. The rates and methods of handling depreciation
have been covered in Paragraphs No. 59 to No. 67 and No. 96
to No. 100. This account shows the amount of depreciation
charged to expense on Machinery and Equipment, Delivery
Equipment and Office Equipment, the distribution to depart
ments being made in accordance with the rates of deprecia
tion quoted and the value of the equipment in each depart
ment. Building Depreciation is charged to Account No. 72.

Account No. 68. Fire Insurance.

142. As explained under Account No. 26, Unexpired
Insurance, this account shows the cost of fire insurance ex
pired on Machinery and Equipment, Delivery Equipment and
Office Equipment. Distribution to various departments
should be made in proportion to the percentage of the valua
tion of the equipment in each department, except where there
is separate insurance on some of the equipment, for example,
automobile trucks, in which case, this would be charged
direct to Collecting and Delivering. Insurance on Buildings
is charged to Account No. 73.
Account No. 69. Taxes.
143. As explained under Account No. 36, Accrued
Taxes, this account shows the estimated taxes on Machinery
and Equipment, Delivery Equipment, and Office Equipment.
Distribution to various departments should be based upon
the valuation of the equipment in the departments. Taxes on
Real Estate are charged to Account No. 73, and Income and
Capital Stock Taxes are charged to Account No. 116.

Account No. 70. Rent.
144. This account shows the rent paid on the laundry
proper, including garage, stable and office rent. Distribution
of this account is based upon the percentage of floor space
used by the various departments. Rent of Branch Offices
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should be charged to Account No. 89, Branch Office Expense.
Account No. 71.

Building Repairs.

145. This account is intended to cover any expense
occasioned by repairs to buildings. It is necessary to dis
tinguish between charges to this account and such charges as
should be made to Depreciation Reserve, and capital expendi
tures. As in Account No. 70, this expense is distributed to
departments on the basis of the floor space occupied. Repairs
to equipment should be charged to Account No. 66.
Account No. 72. Building Depreciation.

146. The rates and method of handling this item have
been covered in Paragraphs No. 59 to No. 67 and No. 96 to No.
100. This account represents the depreciation expense on
buildings and is distributed to the various departments on
the basis of floor space occupied. Depreciation on other
equipment is charged to Account No. 67.

Account No. 73. Real Estate Taxes and Insurance.
147. This account is handled similarly to Accounts No.
68 and No. 69, except that it represents the cost of taxes and
insurance on Land and Buildings. It is distributed to depart
ments on the basis of floor space. It does not include Income
or Capital Stock Taxes.
Account No. 74. Light.

148. This account represents the cost of gas and elec
tricity used for lighting purposes, and should be distributed
to departments in the most equitable manner possible, usually,
if the lights are evenly distributed, on the basis of floor space.
Account No. 75. Indirect Labor.

149. This account covers all such wages as are paid to
watchmen, porters, elevator operators, handy men, stable
men, garage men, or any other non-productive labor, or labor
that is not directly engaged in producing laundry work.
This expense is distributed to the various departments in which
the employes work, if possible, for example, the expense of
a stable man is distributed to Collecting and Delivering. If
any cannot be charged direct, for example, elevator operator,
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this item should be charged in the same proportion as each
department is charged with Productive Labor, Account No.
51. For example, if the Productive Labor in the Wash Room
equals fifteen per cent of the total Productive Labor, then
fifteen per cent of the Indirect Labor cost will be distributed
to this department.

Account No. 76. Superintendence.
150. To this account is charged all salaries paid to
Superintendents and their assistants, including Superintendent
of Drivers, but does not include producing foremen or fore
ladies, which should be included in Account No. 51, Produc
tive Labor. Drivers’ Superintendence should be distributed
to Collecting and Delivering, and the Laundry Superintendence
should be distributed to the Laundry Departments on the
basis of the productive labor percentage of the departments.

Account No. 77. Liability Insurance.
151. To this account should be charged all forms of
liability insurance, such as automobile liability, teams liabil
ity, boiler insurance, fly-wheel insurance, And workmens’
compensation. The collecting and delivering liability insur
ance in all forms should be distributed to Collecting and Deliv
ering; boiler and fly-wheel insurance should be distributed to
the Power Plant; workmens’ compensation should be charged
direct if possible, and if not, it should be distributed on the
basis of the wages or labor covered by the insurance.

Account No. 78.

Lost Time.

152. This account is rarely used in connection with the
Accounting System, and is intended to stabilize the cost re
ports which might be seriously affected by a breakdown that
would force certain departments to stop operating. This
account, when used, should be distributed on the basis of the
productive labor percentage, as explained under Account No.
75.

cooling plant, expense of window cleaning, etc. These items
are charged direct to the departments in which used if pos
sible, but if not, it is distributed on the basis of productive
labor percentage.

Account No. 80. Supplies (Indirect).
154. This account takes care of sundry supply items
similar to brooms, sweeping compound, brushes, power plant
supplies, etc., and is distributed similarly to Account No. 79.
Account No. 81.

155.

Open.

Account No. 82.

156.

Open.

Account No. 83. Engineer and Fireman.

157. To this account should be charged all wages paid
to the engineer and firemen in connection with the power
plant, and is appropriately distributed to that department.

Account No. 84. Fuel.
158. This account represents the cost of all fuel used,
and should be distributed to the Power Plant.

Account No. 85.

159. This account represents the cost of all power not
generated by the Power Plant, and is distributed to that
department.
Account No. 86. Wages and Commissions—Drivers.
160. To this account should be charged the amount of
wages and commissions paid to drivers and route foremen,
and it is distributed to Collecting and Delivering.

Account No. 87.

Account No. 79. Miscellaneous Indirect Expense.
153. This account takes care of sundry expense items
that are not chargeable to any specific account as described.
Examples of items charged to this account are: ice for water

Purchased Power.

Agents’ Commissions.

161. Where agents are handling the distribution of the
laundry work, commission paid them should be charged to
this account, and should be distributed to Collecting and
Delivering. The item of Agents’ Commissions is to be con
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sidered distinct from quantity discount allowed on com
mercial work in quantities, as explained in Paragraph No. 112.
Account No. 88. Stable Expense.

162. This account covers team expense, such as quarter
ing of horses, horse feed, horse shoeing, horse board, veter
inary, medicine, etc., and should be distributed to Collecting
and Delivering.

Account No. 89. Branch Office Expense.

163. To this account should be charged all expense con
nected with maintaining the Branch Office, including such
items as Rent, Salary to Clerk, Light, Telephone, etc. It is
distributed to Collecting and Delivering.

Account No. 90. Express and Parcel Post (Agents).
164. The cost of making shipments to agents for which
the laundry is not reimbursed should be charged to this
account, and is distributed to Collecting and Delivering. Ex
press on new machinery, supplies, repairs, etc., should not
be charged here, but should be charged to the account to
which they apply. Express on agency shipments which is to
be reimbursed to the laundry should be charged to Accounts
Receivable.
Account No. 91. Sundry Agency Expense.

165. Any small item of expense connected with an agency
such as a street sign, drop box, etc., should be charged to this
account and distributed to Collecting and Delivering.

Account No. 92. Towel Supply Expense (Sundry).
166. This account is intended to cover any incidental
expense in connection with the towel supply service, not cov
ered by the other expense accounts. When towel supply
service is run in connection with the laundry, the open col
umn on the Profit and Loss Statement, lettered “D,” should
be headed “Towel Supply Service,” and all items pertaining
to same should be properly distributed to that column.
Account No. 93. Truck Expense.

167. This account is intended to cover such expense
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items as license fees, tires, tubes, tire chains, charging bat
teries, washing and polishing supplies, etc., and is distributed
to Collecting and Delivering. Gasoline and Oil are charged
to Account No. 94, and Repairs are charged to Account No.
66.
Account No. 94. Gasoline and Oil.
168. This account covers the cost of all gasoline, oil
and grease used on auto trucks, and is distributed to Collect
ing and Delivering.

Account No. 95.
169.

Open.

Account No. 96. Executive Salaries.

170. This account represents all salaries paid to execu
tives and is distributed to General Expense. It is assumed
that every executive should have a properly rated earning
power commensurate with the amount of business done, and
with the salary he could draw elsewhere if he were employed.
Account No. 97. Office Salaries.

171. To this account should be charged the salaries of
all clerks, bookkeepers, claim adjusters, addressograph and
telephone operators, stenographers, etc., and it is distributed
to General Expense.
Account No. 98. Bad Debt Apportionment.

172. As explained under Account No. 42, this expense
item should represent the estimated amount of bad accounts
charged to expense, and credited to the Bad Debt Reserve.
This account is distributed to General Expense.
Account No. 99. Office Expense.
173. This account will cover all miscellaneous expenses
in connection with the office, and will include such items as
telephone, postage, telegrams, dues, miscellaneous office sup
plies, addressograph supplies, etc., and is distributed to Gen
eral Expense.
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Account No. 100. Advertising.
174. To this account will be charged all money expended
for advertising and publicity expense, which is distributed
to General Expense.

Account No. 101. Lost and Damaged Goods (Claims).

175. All expenditures made in settlement of claims
should be charged to this account and distributed to General
Expense.
Account No. 102. Free Work.

176. All free work done should be charged to this
account and distributed to General Expense, credit being
taken for same in Earnings, Account No. 108.
Account No. 103. Stationery and Printing.
177. This account covers the cost of all stationery, laun
dry lists, bookkeeping forms used, etc., and is distributed to
General Expense.

Account No. 104.

178.

Open.

Account No. 105.
179.

Open.

Account No. 106.

180.

Account No. 116. Income and Capital Stock Taxes.
184. If Income Taxes are accrued from month to month,
and credited to Accrued Taxes, Account No. 36B, the corres
ponding debit should be made to this account. If the accrual
is not made, the amount of Income Taxes paid for the previ
ous year should be charged direct to Surplus.
185. It should be remembered that although income
taxes are an expense to the laundry, they are not a deductible
expense from income tax returns. Although it is well to
anticipate the amount of taxes from period to period, and to
build up a reserve account showing same, yet it is at no time
to be considered as an operating expense, and should not be
considered as a part of the costs.
Account No. 117.

186.

Open.

Open Accounts.
187. The open accounts may be used for some unusual
item of expense, such as Donations, Bonuses, Welfare Work,
etc. Usual laundry expense items should be covered in the
accounts given. Any expense item seemingly not covered
may be referred to this Department for analysis and advice.

Open.

Account No. 107.
181.

paid on borrowed money or loans. No distribution of this
account is made to departments. Interest on investment is
not to be charged, as has been discussed in Paragraphs No. 6
and No. 7.

Open.

CHAPTER VIII.
Model Routine Entries.

Account No. 109. Overcharges.

Illustrations of Transactions.

182. All allowances for overcharges in adjustment of
sales should be charged to this account. No distribution of
this account is made to departments.

188. The following examples of routine entries are not
intended to cover every transaction that may come up, but
merely those which will probably come up in every laundry.
A reference to Figures No. 4 to No. 9, illustrating these trans
actions, will show that each entry is numbered, and refers
to the number of the transaction given below. The CashJournal entry alone is given, except, in one or two instances,

Account No. 115. Interest Charges.

183.

This account should show all charges for interest
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the further handling of the transaction is shown also.
Transaction No. 1.

189. Check No. 100 is drawn to the order of Cash to
establish a Petty Cash Fund, from which to pay miscellaneous
small expense items.

Transaction No. 2.

190. It was found that the Petty Cash Fund was too large,
and it was reduced by $15.00, which was deposited in the bank
in the regular way.
Transaction No. 3.
191. The daily receipts from laundry delivered, and
from customers’ accounts, according to subsidiary records,
amounted to $175.00.

Transaction No. 4.
192. From the subsidiary records, it was found that
$5.00 was received from the sale of junk.
Transaction No. 5.
193. From the subsidiary records, it was found that a
customer paid his promissory note, amounting to $100.00.

Transaction No. 6.

194. Interest- on the above note, amounting to $1.50,
was received at the same time. It will be noted that a new
interest account is opened, Account No. 113, Interest Earned.
Transaction No. 7.
195. The laundry received $1000.00 on a loan, and issued
a promissory note therefor.

Transaction No. 8.
196.

John Jones paid his personal account of $10.00.
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to $1331.50, and were deposited in the checking account in the
Bank.

Transaction No. 11.
199. A machine carried in the asset account at $800.00
was traded in on the purchase of a new machine. $300.00 was
allowed on the old machine, leaving a loss of $500.00 to be
charged to Depreciation Reserve.

Transaction No. 12.
200. The new machine, valued at $1000.00, was received
and the invoice entered, which is to be paid at a later date.
Transaction No. 13.

201. An invoice for 105M shirt cartons at $4.95 per M
was received, goods received, and invoice entered, which is to
be paid later. The entry of this transaction in the Supply
Ledger is illustrated by Figure No. 17.
Transaction No. 14.
202. It was found that the shipment was short 5M covers,
and credit was received for same. See Figure No. 17.

Transaction No. 15.
203. A water bill for $9.33 was received and paid by
check, the expense item being divided so as to charge the
proper proportion to the Power Plant and Wash Room. The
Recapitulation of the “Sundry Expenses Column” is illustrated
by Figure No. 10.
Transaction No. 16.
204. A bill was received for repairs to harness, and was
paid by check at once. See Figure No. 10.

Transaction No. 17.

Transaction No. 9.

205. A bill for $200.00 was received for coal delivered,
and was entered and filed for payment later.

197. $25.00 was received from a driver as a deposit to
guarantee the faithful performance of his contract.

Transaction No. 18.

Transaction No. 10.

206. The new machine purchased from the Laundry
Machinery Company was paid for by check, less the allow
ance on the old machine, and less discount of five per cent.

198.

The daily cash receipts, from all sources, amounted
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Transaction No. 19.
207. A check for $608.75 was drawn to cover pay roll
voucher, illustrated by Figure No. 19. See illustration of
Recapitulation, Figure No. 10.

Transaction No. 20.
208. A check was drawn for $1005.00, covering note for
$1000.00 and interest on same.
Transaction No. 21.
209. A check for $25.00 was drawn to refund a Drivers’
Deposit to a driver.

Transaction No. 22.
210. It was found that $10.00 of Accounts Receivable
were worthless, and were charged to Bad Debt Reserve.

Transaction No. 23.
211. The sales for the week were found to be $1000.00,
less $25.00 commission paid to agents, and $25.00 free work.
If the sales classification were used, as described in Paragraph
No. 4, the entry would show the credit to each class of Earn
ings, for example, Collars, 108A, Shirts, 108B, etc.

Transaction No. 24.
212. A dividend was declared amounting to $100.00.
Transaction No. 25.
213. The above dividend was paid by check. Separate
checks should be drawn covering the dividend due each stock
holder.

for $5.00 as an accommodation. This is to be paid back later,
and is charged to Mr. Jones’ personal account.

Transaction No. 29.
217. A customer paid his account by issuing a promis
sory note for $100.00.
Transaction No. 30.

218.
check.

A bill for freight and drayage on coal was paid by

Transaction No. 31.

219. An invoice for insurance was received, entered,
and filed for payment later. This is charged to Unexpired
Insurance. See Figures No. 13 and No. 14 illustrating the
proper entry in the Insurance Expiration Record.
Transaction No. 32.
220. A bill for Association dues was received, and is to
be apportioned over the entire year. This item is charged
to Account No. 27A, and an amount equal to fifty cents per
week will be credited to this account and charged to Account
No. 99B each period, or $2.00 for four weeks, and $2.50 for
five weeks.
Transaction No. 33.

221. A requisition, illustrated by Figure No. 18, was
received from the plant. This is not entered in the CashJournal, but is entered in the Supply Ledger, Figure No. 17,
and on the Analysis of Supplies. Used, Figures No. 11 and No.
12.

Transaction No. 26.
214. A check was drawn for $175.00 to pay taxes ac
crued during the previous year.

Transaction No. 27.
215. A check was drawn for $34.91 to cover Petty Cash
Expenditures to date as per voucher illustrated by Figure No.
20.
Transaction No. 28.
216.

A check was drawn to the order of John Jones

CHAPTER IX.
Model Adjusting Entries.
222. There are always adjusting entries to be made at
the end of each period. These include such journal entries
as to properly reflect the amount of supplies used; fuel used;
expiration of insurance premiums, and other forms of pre
paid expense items; accrual of such expense items as taxes,
interest, rent and pay roll; and the entries to indicate the
proportionate loss by depreciation and bad accounts. These
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comprise the adjusting entries, but all of them are not used
in every laundry, as conditions vary. Care should be taken,
however, to charge to each period’s expense, the items that
properly belong there, and if bills for rent, water, interest,
etc., have not been entered, the proper entry should be made
charging the amounts to expense and crediting the accrual
accounts. It will generally be known if any adjusting entry
has been omitted, as otherwise the Recapitulation as described
in Paragraph No. 14 will not be complete.

223. Before making the adjusting entries for the month,
care should be taken that all invoices, sales or earnings, and
all other transactions of the month have been entered in the
books.
Transaction No. 34.

224. Requisitions are figured from day to day and
entered in the Analysis of Supplies Used, as illustrated by
Figures No. 11 and No. 12. At the end of the month, this
Analysis is totaled, and the figures obtained to make the
Cash-Journal entry as illustrated.

Transaction No. 35.
225. Similarly the amount of Fuel Used is found, and
the entry made to record same.

Transaction No. 36.
226. Feed, Stable Supplies are handled similarly to
Store Room Supplies.

Transaction No. 37.

227. From the Insurance Expiration Record, as illus
trated by Figures No. 13 and No. 14, the amount of fire insur
ance expiring on each class of equipment is computed to
make the next journal entry. It will be noted that in the
example no Real Estate Insurance is charged to departments
other than the Power Plant. This is due to the fact that the
only Real Estate owned in this particular case is used by the
power plant, the other buildings being rented from outside
sources. If the entire building were owned, the Real Estate
Taxes and Insurance would be prorated on the basis of floor
space.
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Transaction No. 38.
228. The amount of liability insurance expiring should
be computed in a similar manner and entry made to record
same.
Transaction No. 39.
229. If any other prepaid expense item is carried as a
Deferred Charge, a record similar to the Insurance Expiration
Record is made, from which to find the amount used each
month, and a journal entry made accordingly. The example
shown is Association dues.
Transaction No. 40.
230. A charge should likewise be made to the tax
accounts for the amount of real estate and personal taxes
accrued during the period, being based upon the previous
year’s taxes as a guide.

Transaction No. 41.
231. A charge should be made to show the amount of
income tax accrued during the period. Owing to the fact
that it is uncertain just what it is going to be for the year,
some laundries do not accrue the amount of income tax,
but charge it direct to Surplus when it is paid during the
following year.
Transaction No. 42.
232. An entry is made showing the amount of pay roll
accrued but not due.
Transaction No. 43.
233. Entries showing sundry accruals are now made.
The only example given is that of Accrued Interest.
Transaction No. 44.
234. The depreciation during the month is then figured
and the results obtained journalized as shown in the next
journal entry.
Transaction No. 45.
235. The proper charge to Bad Debt Apportionment and
credit to Bad Debt Reserve is now made.
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Posting.

236. After all these adjusting entries have been made,
the Cash-Journal pages are footed and the balances carried
forward from page to page until the last one for the month.

237. The items in the “Miscellaneous” columns are
posted individually to the General Ledger, and the totals of
the other columns for the period, except the last one, are also
posted. The individual items in the last column, “Sundry
Expenses,” are posted to the Recapitulation and proved as
explained in Paragraph No. 14. The Recapitulations should
be paged consecutively with the Cash-Journal pages and the
totals for each account posted to the General Ledger, thus
completing the posting.

CHAPTER X.
The Statements.
Trial Balance.
238. The accounts in the General Ledger should be
added and the balance of each found after the postings for
the month have been completed. The accounts showing
debit balances should be totaled and compared with the total
of the credit balances. They should be equal, otherwise the
General Ledger is out of balance, and the error must be located
before going further with the work. If the Cash-Journal is
in balance, and the Recapitulation proves with the “Sundry
Expenses” column of the Cash-Journal, the error has been
made either in posting to the General Ledger or in finding
the balances of the accounts. When this preliminary trial
balance shows the General Ledger to be in balance, the state
ments can be prepared.
Profit and Loss Statement, Year to Date.

239. The balances to date of the expense accounts, No.
51A to 107G, are posted to the “Year to Date” column of the
Profit and Loss Statement, as illustrated by Figure No. 22.
Where there are several accounts of the same number, for
example, 51F and 51G, they should be added together to
arrive at the amount to post to this column. The total of
this column is entered on the line provided. The balances of

Accounts No. 108 and No. 109 are next entered on the proper
lines in this same column, deducting Account No. 109 from
No. 108, and entering the difference on the next line beneath.
Under this, the total of the expenses as found above is entered
and subtracted, thus leaving the amount of profit on opera
tions for the year to date.
Non-Operating Accounts.

240. The profit on operations is forwarded from the
Profit and Loss Statement to the Non-Operating Accounts
section, as illustrated by Figure No. 21, and entered on the
proper line in the detail column. The balances to date of
Accounts No. 110 to No. 117 are next posted to the same
detail column. The Operating Profit transferred is added
to Accounts No. 110 to No. 114, and the total extended to the
total column. Accounts No. 115 to No. 117 are totaled and
extended to the total column, subtracted from the amount
above, thus giving the Net Profit, which is transferred to
Account No. 50, in the Balance Sheet above.
Balance Sheet.

241. As illustrated by Figure No. 21, the balances of
each of the Accounts No. 1 to No. 15 are posted to the proper
lines on the Balance Sheet in the detail column, and their
total extended to the total column. Accounts No. 16 to No.
25 are handled in identically the same manner. In case there
are several accounts of the same number, they should be
added together and the total posted to the detail column fol
lowing the proper account. Accounts No. 26 to No. 31 are
handled in the same manner as the other groups. The grand
total of these accounts is next brought down to the last line,
called Total Assets.

242. The balances of each of the Accounts No. 32 to
No. 7 are posted to the detail column of the Liability side,
and the total extended to the total column. The balances of
Accounts No. 41 to No. 44 are handled in a similar manner.
The balances of Accounts No. 45 to No. 49 are also posted to
the detail column. Accounts No. 45 to No. 50 are then totaled,
and the grand total of the liabilities entered on the line called
Total Liabilities.
243.

At this point the work should be proved by com
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paring the Total Assets with the Total Liabilities. If they are
the same, the statement is in balance, otherwise an error
has been made, probably in posting from the General Ledger,
and this error should be located before completing the state
ment. If the procedure is properly followed, it is bound to
produce a correct Balance Sheet.

of percentages, both from time to time in a laundry, and one
laundry with another. The percentages are always based
upon the Earnings, not on total expense. Dividing the amount
of each expense item by the total sales or Earnings, Account
No. 108, will give the percentage of same.

Profit and Loss Statement, Current Period.
244. After the system has been in operation two months,
the amounts of the expense accounts for the current period
only should be entered in the column headed “Current
Period,” with the total on the line provided, as illustrated by
Figure No. 22. The Overcharges for the current period should
be entered and deducted from the Earnings for the same
period, and the Net Earnings shown beneath, from which the
total expenses are deducted, showing the profit for the current
period.

CHAPTER XI.
Closing the Books.

245. The profit for the current period should be proved
at this point by adding to it the profit for the year to date as
shown by the previous period’s statement, the total equaling
the profit for the year to date on the statement just completed.

Departmental Distribution.
246. To complete the Profit and Loss Statement, the
amount of each expense account as shown by the General
Ledger must be distributed to the proper columns headed
“Collecting and Delivering,” “General Expense,” “Dry Clean
ing,” “Open,” “Power,” “Wash Room” and “Other Depart
ments.” This is the reason for subdividing the accounts as
explained in Paragraph No. 30.
247. These columns are then totaled, and proved as
follows: The totals of the columns headed “Power,” “Wash
Room,” and “Other Departments” should equal the total of
the column “Total Laundering.” The totals of the columns
“Collecting and Delivering,” “General Expense,” “Dry Clean
ing,” “Open” and “Total Laundering” should equal the total
of the column “Current Period.”
Percentage Columns.
248. It is of the utmost importance that the percentage
columns be used, as comparisons are always made by means

249. At the end of the fiscal year, or at the end of each
calendar year, if the laundry has no fiscal year, the books of
the laundry must be closed. By this is meant, simply, that
all expense and revenue accounts are ruled off, and the profit
or loss transferred to Surplus in the case of a corporation,
or to the Proprietor’s or Partners’ Accounts, if otherwise;
thus getting the books ready to make the entries for the new
year.

250. The journalizing of the closing entries is very
simple. The first entry debits Profit and Loss, Account No.
50, with the total expenses for the year, and credits the various
expense accounts from No. 51A to No. 107 G, No. 109, and No.
115 to No. 117, thus balancing all the expense accounts. The
second entry debits the revenue accounts No. 108 and No. 110
to No. 114 and credits Profit and Loss, Account No. 50, with
the total, thus balancing all the revenue accounts. The third
entry debits Profit and Loss, Account No. 50, with the amount
of the profit, thus balancing this account also, and credits
Surplus or the Proprietor’s or Partners’ Accounts, as the case
may be. In case of a loss, the third entry would be reversed,
that is crediting Profit and Loss with the amount of the loss,
and debiting Surplus or the Proprietor’s or Partners’ Accounts.
251. These entries should be posted to the General
Ledger, and all accounts from No. 50 to No. 117 are ruled off,
as they all should be in balance.
252. All other accounts in the General Ledger should be
balanced, ruled off, and the new balances brought down,
after which a trial balance should be taken of all the debit
and credit balances left in the General Ledger to prove the
work. If the total debit balances do not equal the total credit
balances, a mistake has been made, and must be located.
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When this is done, the books are all ready for the entries of
the new year.

CHAPTER XII.
Illustrations of Forms.
253. Illustrations of all the forms used in the Account
ing System follow, and are so arranged that an entry may
be traced from one form to the other, as in actual practice.

254. It will be noted that no forms are included for the
handling of the subsidiary work, such as checking with
drivers, entering laundry lists, recording incoming cash, etc.
This is due to the fact that most laundries already have a good
system covering this branch of the work, and would not
care to change, therefore it was considered unnecessary to
include this part of laundry bookkeeping in this system.
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THE DETAILED COST SYSTEM
CHAPTER I.

•

Introductory.
1. The completed Profit and Loss Statement of the
Accounting System is the basis of the Detailed or Cost System,
which provides, simply stated, for the distribution of the
various items and groups of expense as found with the
Accounting System to various classes of work. Any system of
accounting which does not include the same items of ex
pense as the Profit and Loss Statement cannot be considered
as correct, or the results obtained therefrom taken seriously.
In other words, the total costs of the various classes of work
must equal the total cost of operating the laundry as a whole,
thus establishing a check on, or a proof of, the Cost State
ment. It is surprising to find how many cost systems there
are which are not proved with the accounting system, and are
therefore of little value.
Distribution of Expenses to Departments.

2. The expenses are divided into three groups, namely,
Laundering Cost, Collecting and Delivering, and General
Expenses, the first group being subdivided into Productive
Labor, Supplies and Overhead. It is generally conceded to
be a comparatively easy matter to apportion Productive Labor
and Supplies to classes of work correctly, but the proper dis
tribution of Overhead, Collecting and Delivering Cost, and
General Expenses is extremely difficult. In the L. N. A. Cost
System, the Laundering Cost is distributed first to the various
departments of the laundry as shown on the Detailed Cost
Statement, Form A1102C, these being as follows:

A.
B.
C.
D.
E.
F.
G.

Marking.
Washing and Extracting.
Starching.
General Drying.
Tumbler Drying.
Collar Ironing.
Shirt Ironing and Finishing.

H. General Machine Ironing.
I. Flat Work Shaking and Ironing.
J. Hand Ironing.
K. Miscellaneous Hand Work.
L. Curtain Drying.
M. Sorting and Wrapping.
N. Dry Cleaning.
O. Open.
The reasons for this are that all classes of work do not pass
through every department of the laundry, and the Productive
Labor in each department is not in uniform proportion to
its corresponding overhead. This makes it necessary to so
distribute the cost to departments as to prorate the cost of
each department to the classes of work which actually pass
through it. These department letters should not be confused
with the department letters used in the Accounting System,
as described in Part One.
Distribution of Expenses to Classes.
3. After the Laundering Cost has been properly distrib
uted to departments, it is distributed to classes of work, to
which is added the proportion of Collecting and Delivering
Cost and General Expenses chargeable to them, thus produc
ing the total cost of each class of work, which is deducted
from the Earnings, leaving the profit or loss on each class.
The classification of work recommended is as follows:
1. Collars.
2. Shirts.
3. Plain Clothes.
4. Fine Wear.
5. Family Flat Work.
6. Commercial Flat Work.
7. Rough Dry Flat Work.
8. Rough Dry Wearing Apparel.
9. Curtains.
10. Rugs, Blankets, etc.
11. Dry Cleaning.
12. Linen Supply.
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However, this classification may be amended, if desired.

First Results Not Conclusive.
4. The results shown by the first Cost Statement must
not be taken as conclusive evidence that selling prices are too
low or that costs are too high, as there are many factors
which enter into costs which must be analyzed and provided
for before any action can be taken from the results shown.
Volume.
5. Volume is the one big factor which influences costs
in a laundry. It is a well known fact that in a laundry where
every department is working to full capacity, the costs are
bound to be low and the profits large, but this is not the
case in most laundries, as there are frequently several depart
ments, and sometimes all of them, that could handle much
more work at but a slight increase in operating costs. It will
be readily seen that the costs in such a laundry will be high,
and the profits correspondingly low. Volume naturally affects
a single class of work as it affects the total laundry sales.
6. For example, if in the Shirt Ironing and Finishing
Department there is provision for handling 2500 shirts per
week, and through lack of volume only 1500 shirts are
actually ironed in that department, the overhead cost is bound
to be high, because the depreciation, rent, taxes, insurance,
etc., remain the same whether the department works to
capacity or not. If the overhead cost is high, it naturally
follows that the profit on this class of work is going to be
low. If volume is increased and the department works to
capacity, handling 2500 shirts per week, it will be readily seen
that the cost per shirt is going to be decreased.
Improper Accounting Methods.

7. Another reason why profits and costs fluctuate from
month to month is carelessness in charging the expense prop
erly chargeable to a period. For example, laundries some
times charge one-twelfth of the yearly expense of such items
as insurance, taxes, depreciation, etc. each period, because
there are twelve months in the year. This is wrong in that
the laundry month is not of a uniform length, some being
four and some five weeks long. All of these expenses should
be charged to the proper months, for example, a four week

period should be charged with four-fifty-seconds of the
yearly cost, and a five week period with five-fifty-seconds of
the yearly cost. There is bound to be some fluctuation in such
expense items, as repairs, general expense, etc., but these
exceptions are generally small, and if the most important and
largest items of expense are charged properly, there is no
necessity for apportioning these small items.

Idle Time.

8. One method to stabilize cost reports to an extent, is
to charge to Account No. 51, Productive Labor, just the actual
labor employed in producing, and all waiting or idle time
should be charged to Account No. 78, Lost Time. This is
apportioned over all of the classes as will be explained later,
and consequently will not burden any one class with an undue
amount of lost time. The recording of lost time is necessary
where several classes of work are handled in one department,
and which consequently could not be apportioned to any class
in any other way.
Test Costs.

9. As explained in Paragraph No. 3, the sales are usually
divided into twelve classes, and the cost and profit or loss are
found on each. It often happens that an article cost is wanted
on an article that is included in one of these classes of work,
for example, on barber coats, which is included in the general
classification of Plain Clothes. This cost cannot be found on
the Detailed Cost Statement, and is therefore found by means
of a “Test Cost.” This is done by finding the labor and sup
ply cost on an article for a certain period, usually a week,
and the balance of the cost apportioned to it, thus showing
the total cost of laundering, from which the cost per article
may be found.
10. This method of finding costs may be extended to
every article laundered if desired, but it must be remembered
that since only a short period of time is covered and compara
tively only a few pieces laundered in such a cost, it is not
quite so accurate as the shirt and collar costs, which are found
continuously. A second or third test cost on the same article
taken at different times, and one checked against the other
will overcome any errors that might creep in.
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Installation of Cost System.
11. It is obvious that hard and fast rules cannot be laid
down for the distribution of all items of cost, because con
ditions vary in different plants, but it is possible to give the
best practical procedure, and any exceptions must be analyzed
and arranged for at the time of installation. In this connec
xion, it must be remembered that cost accounting is a distinct
branch of accounting, and every accountant is not necessarily
a cost accountant. It is therefore recommended that a quali
fied cost accountant be employed to install the Cost System.
Operation of Cost System.

12. This does not mean, however, that an experienced
cost accountant need be employed to keep up the system, once
it is installed. Any person with a working knowledge of
double entry bookkeeping, and a general knowledge of laun
dry methods of production can easily learn the principles of
this system, and with this book of instructions, should be able
to continue the system with no difficulty.
Cost of Operation.
13. The question is frequently asked as to the cost of
upkeep of the Cost System, and the time required to do the
work connected with it. The answer to this is that it depends
upon to what extent the particular laundry wants to investi
gate costs.
14. If it is desired to operate the Accounting System
continuously and the Cost System intermittently, that is, take
a Cost Statement off whenever it is considered that the volume
has changed to such an extent that this is necessary, usually
from two to four times each year, it will cost very little more
to operate than the Accounting System or any other double
entry bookkeeping system.
15. If it is desired to operate both systems continuously,
but not to take test costs, this will take more time, and will
cost more, but not to a great extent. If it is desired to operate
both systems and to take test costs every week on some article
or another, it will cost still more, but it is thought that about
all the additional expense necessary would be a cost clerk and
the additional stationery used.
16. It will take some time of the employes keeping
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records as to time and supplies used, but this is so slight that
most laundries do not consider it as a part of the cost at all,
as usually there is more or less time lost anyhow, and strictly
speaking, the time needed to make records is taken out of the
lost time rather than out of the productive time of the em
ploye.
17. Thus it will be seen that the cost of operating the
system increases only with the additional information de
sired, in no case, reaching a figure where it is unreasonable
considering the value of the information gained. Most laun
dries operating the L. N. A. Cost System do not regret the
time or money spent in investigating costs, and look upon
the expense of keeping up a cost system as being as necessary
to their business as the cost of labor and supplies.

CHAPTER II.
Description of Forms.
Accounting System Forms.
18. As the Cost System is merely a continuation of the
Accounting System, it is plain that all of the forms used in
the Accounting System will likewise be used in this system,
and a further explanation of them is unnecessary. However,
the additional forms will be briefly described here, and will
be taken up in detail later.
Washer Record (Form A1110).

19. This card is used to obtain the time each washing
machine is engaged in washing the various classes of laundry
work. There is also provision to obtain the total weight of
the laundry washed, if this is desired. The time is distrib
uted from this form to the Washer Record Distribution,
Form A2110, and the total weight and time is transferred at
the end of the week to the Washer Record Summary, the same
form, No. Al110, being used.
Washer Record Distribution (Form A2110).
20. This form is used to distribute the washing time to
classes of work as shown on the Washer Record, Form A1110.
In case of a mixed load, the time is split to classes of work
in the same proportion as the weight is divided in that load.
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The totals of this form are transferred to the Washer Record
Distribution Summary each week, the same form, No. A2110,
being used.

Washer Record Summary.

(Form A1110).

21. This form is used to collect the totals for the week
from the various Washer Records.

Washer Record Distribution Summary (Form A2110).
22. This form is used to collect the totals for the week
from the various Washer Record Distribution forms, and to
apportion Wash Room Productive Labor to classes of work.
It is used to prepare the Pay Roll Forms No. A1108 and No.
A1115.

Weekly Time Card (Form A1111).
23. This card is kept by the employe and shows the de
partment and class of work on which the employe works
during the week, also the lost or idle time. These totals are
entered at the end of the week on the Pay Roll forms, No.
A1108 and No. A1115. On the reverse side of this card is a
list of the departments and classes of work as given in Para
graphs No. 2 and No. 3. This side of the card is not illustrated.
Pay Roll Form (Form A1108).
24. The wages or salaries of all employes should be
entered on this form, and charged to the proper accounts.
The total salary should be entered in the amount column, the
Idle Time entered from the time cards in the proper column,
but the Productive Labor should not be shown separately on
this form, as it is distributed on Form No. A1115. All mis
cellaneous accounts, such as Executive Salaries, Office
Salaries, General Labor, Superintendence, etc., are entered in
the Miscellaneous column.

Pay Roll Distribution (Form A1115).
25. From the weekly time cards, all of the Productive
Labor is entered in detail on these forms. It will be noted that
a separate form is used for each department for each period.
The totals for each class are transferred from this form to
the Pay Roll Distribution Summary, the same form, No.
A1115, being used for the purpose.

Pay Roll Distribution Summary (Form A1115).
26. From the Pay Roll Distribution Forms, the totals
for each class of work are entered on this form in the proper
class and opposite the proper department letter. This is a
summary by departments and by classes of work for the
entire period, and the totals obtained are used in preparing
the Detailed Cost Statement, Form A1102C.

Record of Supplies Used (Form A1109).

27. This form is used to distribute the supplies to classes
of work. One form is used for each department, and in case
the supply expense is divided into more than one supply
account, an additional form should be made out for each one
of these supply accounts. These figures are obtained from
the requisitions which are given to the stockkeeper when
goods are issued from the store room, and the totals obtained
from this form are posted to Record of Supplies Used Sum
mary, the same form, No. A1109, being used.
Record of Supplies Used Summary (Form A1109).
28. To this form are posted the totals of the various
Record of Supplies Used forms, so as to show the total ex
pense of each supply account as it applies to departments and
as it also applies to classes of work, and the totals obtained
are used in preparing the Detailed Cost Statement, Form
A1102C.

Detailed Cost Statement (Form A1102C).
29. To this form are posted the amounts called for by
the Profit and Loss Statement, Pay Roll Distribution Sum
mary, and Record of Supplies Used Summary. These figures
are apportioned to departments and to classes of work as will
be explained later, thus showing the total department costs,
as well as the sales, costs, and profits or losses on the various
classes of laundry work. From this statement, supported by
the Pay Roll Distribution Summary, and schedules of the
number of pieces and the number of pounds laundered, it is
possible to obtain unit costs on any or all of these classes,
showing the cost per collar, cost per shirt, cost per pound of
flat work, etc.

STANDARDIZED SYSTEM OF COST ACCOUNTING.

CHAPTER III.
Data Required.
Profit and Loss Statement.

30. As the Cost System is founded on the Accounting
System, it follows that before a Detailed Cost Statement can
be prepared, the Profit and Loss Statement for the period
must be completed, as illustrated by Figure No. 22, Part One.
The expense items, earnings, and operating profit are then
transferred from the Profit and Loss Statement to the Detailed
Cost Statement, as will be explained in detail later.
Productive Labor.
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be made very carefully by some one familiar with conditions
in the plant. This information is obtained from requisitions
and should be summarized as illustrated by Figures No. 33
and No. 34.
Schedule A. Washing Machine Sizes.
33. A schedule should be prepared showing the wash
ing machines, their numbers, their sizes, and their capacity
percentages. In order to apportion the wash room expense
properly to classes of work, it is necessary to make some
allowance for the various sizes of the washing machines.
This is done by adjusting the operating time as shown by
the washer records in proportion to the capacity of the
machine. Thus, a 36" x 54" washing machine is considered
as 150 per cent capacity, because it is commonly known as a
150 shirt machine. Fifty per cent of the operating time is
added to this machine, because it is fifty per cent above normal
capacity. If a small machine, say, a twenty shirt machine,
is used, this would be a twenty per cent machine, and only
one-fifth of the time shown by the card would be used. In
figuring the capacity percentages, they need be only approxi
mate, for example, 10, 12½, 20, 25, 50, 75, 100, 125, 150 per
cent, etc.

31. Productive Labor, as shown on the Profit and Loss
Statement, should be so divided on subsidiary records as to
show the cost of this item of expense in each department of
the laundry, such as Marking, Washing and Extracting, etc.,
and further subdivided as to show that used on each class of
work, such as Collars, Shirts, etc. in each department. This
division of labor is accomplished by using time cards and
washer records. In Departments A, C, H, J, K and M, this is
done by using the weekly time card, Form A1111. In Depart
ments B, D, E and I, the washer record, Form A1110, is used,
as will be explained later. It was originally intended that
the washer record be used in Department B only, but it was
found through practical experience that it is used to advan
tage in the other departments named also. In Departments
F, G, L and N, the labor is charged direct to the classes shown,
namely, Collars, Shirts, Curtains and Dry Cleaning. A sum
mary of Productive Labor should be prepared as illustrated
by Figure No. 30.

34. If gas is used for operating purposes, that is, the
heating of machines, a schedule should be prepared showing
the machines using same, classified by departments, and the
percentage each department uses to the total. As a rule, this
item is small, and can be apportioned arbitrarily with con
siderable exactness, taking into consideration the sizes of the
burners on the machines as a guide.

Supplies.

Schedule C. Machinery Valuations.

32. It will then be necessary to so divide each supply
account as shown on the Profit and Loss Statement as to find
the amount to charge to each department, each being further
subdivided as to show the amount chargeable to each class
of work. It will be found impossible to distribute some of
these items to classes of work except on an arbitrary basis,
but the actual amount should be charged to each class when
ever possible. When this is impossible, the estimate should

35. A schedule should be prepared showing the value of
the Machinery and Equipment in each department of the
laundry, with the exceptions of Department B, Washing and
Extracting, and Department N, Dry Cleaning, because they
are already shown separately on the Profit and Loss State
ment. Thus, this schedule will show the value of the equip
ment in Departments A, C, D, E, F, G, H, I, J, K, L, and M,
with their total. The percentage of each department to the

Schedule B. Gas Consumption.
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total should be found, which, when added together, should
equal 100 per cent.
Schedule D. Floor Space.

36. A similar schedule should be prepared showing the
floor space occupied by each department as enumerated under
Paragraph No. 35, leaving out the Washing and Extracting
and Dry Cleaning Departments for the reason previously
given. Any space not actually occupied by a department,
such as stairways, aisles, storage, etc., should not be con
sidered at all, and thus will be apportioned among all of the
departments automatically, each department standing its
proper proportion of unused floor space. The percentage of
each department to the total should be found, which should
total 100 per cent.
Schedule E.

Productive Labor.

37. A similar schedule should be prepared showing the
Productive Labor to be charged to each department for the
period, except Washing and Extracting and Dry Cleaning
Departments, with the total, and the percentage of each de
partment to the total as previously explained.
Schedule F.

Power Consumption.

38. A schedule should next be prepared showing the
percentage of power consumed for heating and motive pur
poses in each department, including Washing and Extract
ing and Dry Cleaning, with the total equaling 100 per cent.
39. It is very desirable that this be worked out by an
Engineer, but as this costs considerable money, and is not
always convenient, it is possible by means of tables secured
from Engineers’ reports to work out this schedule from the
machines operated in the various departments, taking the
size and kind of machine into consideration, thus obtaining
a schedule almost as accurate as would be obtained from an
Engineer’s report.
40. If the accountant making the installation is not
familiar with the distribution tables referred to, he should
prepare a list showing the sizes and kinds of all the power
and heat using machines, such as motors, washing machines,
ironing machines, starch cookers, etc., by departments, and
forward same to the Department of Cost Accounting, Laundry

owners National Association, Drawer No. 202, La Salle, Ill.,
where the proper percentages will be worked out and the list
returned.
41. This percentage will remain fixed until such time
as rehabilitation of the plant or additions will render it sub
ject to revision. It is assumed in this connection that each
machine is working full time, as ordinarily it has been found
from actual tests that a machine operating part time con
sumes almost as much power as it does when it is operating
full time. The percentage of each department to the total
should be found as previously explained.
Schedule G. Number of Pieces.
42. If it is desired to obtain unit costs, for instance, cost
per collar or per shirt, it is necessary to obtain a schedule
showing the number of pieces laundered by classes, although
some of the classes may be omitted if desired. For the first
cost statement, it is recommended that all of this informa
tion be found, as it may prove helpful in apportioning some
item of expense which will have to be distributed arbitrarily.
Schedule H. Number of Pounds.
43. It will be desired to find the cost per pound of such
classes of work as flat work, rough dry, etc., and it will there
fore be necessary to obtain a schedule of the number of
pounds laundered by classes, although some may be omitted
as explained in Paragraph No. 42.

CHAPTER IV.
Preparation of Forms.
Profit and Loss Statement.
44. The Profit and Loss Statement is the basis of the
Cost System, therefore the first form to be completed is this
statement, as explained in Part One. As noted, this form
divides the expenses into groups, namely, Collecting and
Delivering, General Expense, Dry Cleaning, Open, Power,
Wash Room and Other Departments.
45. It will be further noted that the Dry Cleaning,
Wash Room, and Other Departments are subdivided into
Productive Labor; various Supply Accounts; Water; Gas;

STANDARDIZED SYSTEM OF GOST ACCOUNTING.
Group 1, including Repairs, Depreciation, Fire Insurance and
Taxes; Group 2, including Rent, Building Repairs, Building
Depreciation, Real Estate Taxes and Insurance and Light;
Group 3, including Indirect Labor, Superintendence, Liability
Insurance, Lost Time, Miscellaneous Indirect Expense, and
Indirect Supplies; and Group 4, which is not used at present,
but was included for convenience in case it would be found
later to be needed.

Washer Record.
46. This form is kept by the washman using a separate
card for each machine. The machine number, date, card
number, washman’s name, and capacity rating is shown in
the heading. As each load is washed, the classification and
the weight of same is written in, and the time the load is
started and the time it is stopped. In case of a mixed load,
the weight of each class is shown separately, and the total
extended to the weight column.
47. In case the record for the week takes over one card,
the second is used, numbering it No. 2. As each card is filled
and at the end of the week, whether the card is filled or not,
it is handed in to the office, where the total weight is found
for each machine and subdivided by classes if desired. Then
the running time is found by subtracting the time started
from the time stopped, extending the running time in minutes.
The total minutes should be found and adjusted in accordance
with the capacity percentage, as explained in Paragraph No.
33. As illustrated by Figure No. 23, the total running time
amounted to 2305 minutes, but as this was a 125 per cent
capacity machine, twenty-five per cent of the running time
must be added, or 576 minutes, making an adjusted total
running time of 2881 minutes.

Washer Record Distribution.

48. After the washer record is completed the running
time on each class of work is extended to the proper column.
In case of a mixed load, the running time is divided in the
same proportion as the weight of the load is divided, for
example, if Shirts and Fine Wear are washed together, with
the weight of each equal, the running time of this load should
likewise be divided equally between Shirts and Fine Wear.
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These various columns are added and proved with the running
time as shown by the washer record, after which the totals are
adjusted in accordance with the capacity percentages as
previously described. This form is illustrated by Figure No.
24.
Washer Record Summary.

49. The totals from the various washer records for the
week are transferred to this summary, only the weights and
the adjusted running time being shown. The grand total is
shown beneath. The minutes are reduced to hours, and the
Wash Room Productive Labor for the week is shown beneath.
The hourly rate is found, which in this case is approximately
$.158. The total work handled is also shown classified by
weight. This form is illustrated by Figure No. 25.
Washer Record Distribution Summary.
50. The totals from the various washer record distri
bution forms for the week are transferred to this summary,
showing the total adjusted running time for each class of
work. These columns are totaled and reduced to hours, which
are multiplied by the productive hour rate as found in Para
graph No. 49, which will give the Productive Labor for this
department for each class of work. These amounts will be
posted to Pay Roll Distribution Form No. A1115. The Washer
Record Distribution Summary is illustrated by Figure No. 26.
Drying and Flat Work Ironing Time.

51. As the pay roll in Department D, E and I, General
Drying, Tumbler Drying and Flat Work Ironing respectively,
is apportioned to classes of work in a manner similar to
Department B, Washing and Extracting, it is obvious that all
of the forms used in preparing the division of the Washing
and Extracting Productive Labor must likewise be used in
dividing the time for these other departments. Owing to
different conditions, the capacity percentages as used in the
Washing and Extracting Department procedure are ignored
in these other departments. From the summaries of these
departments, therefore, will be found the amount of Produc
tive Labor to be charged to each of the classes of work handled
by the respective departments each week, these amounts being
carried to the appropriate Pay Roll Distribution Form, the
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same as with the Washing and Extracting Department. How
ever, idle or lost time should be recorded and handled as in
other departments.

Weekly Time Card.
52. This form is used in all of the other departments
to find the time used in each, and the class of work on which
used. It may be necessary to keep these cards in the other
departments if the employes are transferred from one depart
ment to another very frequently.
53. Figure No. 27 illustrates the weekly time card used
by a girl working in Department C, or Starching Department.
This shows the time the girl lost while waiting for work, the
time spent each day in starching the various classes of work,
and also on Tuesday and Thursday that she was transferred
to other departments; in two cases, an hour to L8, or Curtain
Drying Department, working on Curtains, and in one instance,
an hour to H3, or General Machine Ironing Department, work
ing on Plain Clothes. The last line of the form shows the
hours reduced to dollars, or the amount of Productive Labor
of this employe to be charged to the departments and classes
of work.
Pay Roll Form.

54. Every employe’s name should appear on this form,
with the total salary earned in the “Amount” column. Idle
Time as shown on the time card should be entered in the
proper column, and the Productive Labor distributed on
Forms A1115, as will be explained in the next paragraph.
Drivers’ Salaries and Dry Cleaning Wages should be entered
in the appropriate columns, and all miscellaneous salary items
should be entered in the “Miscellaneous” column as shown,
these including Executive Salaries, Office Salaries, Superin
tendence, etc. In other words, all pay roll amounts not
entered in the Idle Time, Drivers, and Dry Cleaning columns
or on Pay Roll Distribution Forms, No. A1115, should be
entered in the “Miscellaneous” column. Figure No. 28 illus
trates the use of this form, and the entry on this form taken
from the weekly time card is shown after employe No. 14.
Pay Roll Distribution.

55.

This form is made out for each department each

period. The illustration, Figure No. 29, shows the Productive
Labor in Department C, or Starching Department. The third
item shows the amounts posted from the weekly time card
illustrated by Figure No. 27. The amounts to be charged
to the other departments as shown by this card, fifty cents
to L8 and twenty-five cents to H3, will be entered on the Pay
Roll Distribution Forms for Departments L and H respec
tively, and entered in the appropriate columns. This form
is totaled at the end of the period, and the totals transferred
to the Pay Roll Distribution Summary, Figure No. 30.
Pay Roll Distribution Summary.
56. This form is made at the end of the period from the
various Pay Roll Distribution Forms, and shows opposite each
department letter, the total amount of Productive Labor to
be charged to the departments for the entire period, and the
amount to be charged to each class of work in that depart
ment. The totals show the total amount of Productive Labor
to be charged to each class and to each department.

Record of Supplies Used.
57. This is a double page form to be made out each
period for each supply account for each department. The
illustrations, Figures No. 31 and No. 32, show the distribution
of the account Boxes and Boards. This is charged to Depart
ment M, collar bands being distributed to Collars, shirt
boards and shirt cartons to Shirts, and boxes to Fine Wear,
as this is the class for which they were used. The requisition
as illustrated by Figure No. 18, Part One, is shown entered
on the second line of these illustrations. The totals of these
various Records of Supplies Used are transferred at the end
of the period to the Record of Supplies Used Summary, as
illustrated by Figures No. 33 and No. 34.
Record of Supplies Used Summary.
58. These forms are made up at the end of each period,
and shows opposite each department letter, the total amount
of the supply accounts in the proper columns, and the distri
bution of same to classes. This summary, therefore, shows
the supply expense for the entire period divided by accounts,
subdivided by departments and by classes of work. This
summary is illustrated by Figures No. 33 and No. 34.

STANDARDIZED SYSTEM OF COST ACCOUNTING.
Exceptions.

59. In some installations, it has been found that the
procedure just outlined cannot be followed in all respects
exactly as given, due to plant conditions impossible to change.
Some of the problems thus arising and practical solutions
therefor follow.
Productive Labor—Marking Department.

60. Frequently one employe is engaged in marking in
several classes of work at the same time, for example, Bundle
Work, which includes the classes of Collars, Shirts, Plain
Clothes and Fine Wear; or Rough Dry Work, which includes
Rough Dry Flat Work and Wearing Apparel. It is obvious
that it is impossible for a girl to keep time on each of these
individual classes of work, because she is not handling them
separately.
61. Therefore, in a case similar to this, it would be
necessary for the girl to bracket the classes of work as shown
by the time card, and show the time used on this group in
total. This will have to be arbitrarily distributed afterward
as between these classes in the group. This may be done on
a fixed percentage as decided by the foreman of the depart
ment, or it can be divided upon the number of pieces handled
in each classification, making some allowance for the classi
fication of work, or, it is possible by means of an extended
time study to obtain an almost absolute degree of accuracy
in apportioning them arbitrarily. Usually the foreman of the
department can estimate very closely the time needed to mark
in the different classes of work in a group.
Productive Labor—Washing and Extracting.

62. Productive Labor is divided according to washer
operating time. This includes extractor operators as well
as washmen. It was found that the best way of handling
the extracting cost is to consider it as an overhead cost of the
washing process. It frequently happens that the washer load
is composed of two or three classifications of work. In a
case similar to this, the time of the load must be divided be
tween the classes in the same proportion as the weight of each
class to the total weight of the load. In case it is impossible
to get the exact weight of each load, an approximation of the
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weight may be used instead, but all approximations should
be avoided whenever possible for obvious reasons.

Productive Labor—Starching.
63. The only difficulty here is to apportion the labor
actually used for starching and that used for starching and
that used for drying, as frequently the operations are com
bined, that is, the starching and drying labor is performed
by the same employe. This will have to be apportioned arbi
trarily. The division of the starching labor itself rarely pre
sents any difficulty.
Productive Labor—General Drying.
64. Practically the only difficulty in this department is
covered in the preceding paragraph. The labor in this depart
ment is divided according to operating time of the dry rooms.
In case of a conveyor dry room, time should be taken on each
class of work from the time the first of the work enters the
dry room until the time the last of the work enters.

Productive Labor—Tumbler Drying.
65. The main difficulty here is the division of a mixed
load. Frequently in a two pocket machine, one side may be
used for drying something that takes a long time, for instance,
a rug, while on the other side, several loads of other work
may be dried. In a case of this kind, the time of each load
must be entered, and the rug would be charged with its pro
portion of the total time, the approximate weight of each
class of work being shown, and division of the time made
accordingly.
Productive Labor—Collar Ironing.
66. There is no difficulty here, but the idle time must
be recorded, and charged to the regular Lost Time account.
Productive Labor—Shirt Ironing and Finishing.

67. The explanation in the preceding paragraph covers
this department also. Frequently in smaller plants the same
crew irons shirts and collars. This is a transfer of labor
from one department to another, and the proper records
must be kept of same. This presents no serious difficulty.
Productive Labor—General Machine Ironing.
68. This is usually all charged to Plain Clothes, but there
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is some machine ironing done on Fine Wear, and this is the
only distribution in this department.

Productive Labor—Flat Work Ironing.

69. The entire time of each crew of shakers, feeders
and folders is divided on the operating time of the flat work
ironer. The only difficulty here is that of idle time, which
must be recorded and charged to the Lost Time Account.
A single roll flat work ironer used for ironing flat work should
be included in Department I, Flat Work Ironing, while one
used for ironing Plain Clothes, should be included in Depart
ment H, General Machine Ironing.
Productive Labor—Hand Ironing.
70. There is no difficulty to be experienced here except
as mentioned under General Machine Ironing. There is some
hand ironing on Plain Clothes, but the bulk of this depart
ment is charged to Fine Wear.

Productive Labor—Miscellaneous Hand Work.
71. This department takes care of such hand work as
mending, dampening, folding and such other Productive
Labor that is not accounted for in the other departments.

Productive Labor—Curtain Drying.

72. This department presents no difficulty in keeping
time records.
Productive Labor—Sorting and Wrapping.

73. This department in many ways is similar to Depart
ment A, Marking. It is not so difficult to ascertain the sort
ing time, but the wrapping is combined labor, that is, when
a bundle is wrapped, it contains Shirts, Collars, Plain Clothes,
etc., and thus all these classes are being handled at the same
time, and cannot be charged with the actual time spent on
any one of them. There may be some little sorting time that
will have to be apportioned arbitrarily, but this can be done
with considerable exactness. The wrapping time may be
apportioned by the same percentage as the sorting time, or
in some other arbitrary way. However, this department does
not present any serious difficulties.

Productive Labor—Dry Cleaning.

74. This department presents no difficulty in keeping
time records.
Productive Labor—Finished Family Department

75. If there is a department engaged specifically in iron
ing Finished Family Work, the labor in this department will
be kept separate and charged to an open column, Department
O.
Soap and Soda.

76. It is difficult to divide this item of expense unless
a record is kept in the wash room of the amount used on each
class of work. This is sometimes done to establish a per
centage which is used for three or four months, when another
such test should be made. Frequently this account is
divided in proportion to the number of pounds handled,
and sometimes is apportioned according to washer operat
ing time, or Productive Labor. Probably the best way is
the first one suggested, but either of the other two is not very
far from actual conditions as tests have already proven.
Wash Room Supplies.

77. This item of supply expense is practically always
divided in the same proportion as the Soap and Soda account,
as tests have shown that this is correct.
Starch.
■
78. The common method of distributing this item of
expense is to keep a record of the starch as it is drawn from
the starch cooker and a percentage table arrived at to appor
tion this supply expense item to classes of work. It has been
found that this does not change much in most plants, and
once established can be used for several months, but it is
advisable that it be checked up frequently to see that the per
centages are still in effect.

General Supplies.
79. This expense item is usually small and can be appor
tioned arbitrarily in the one or two items where this is neces
sary. As a usual thing, these items can be charged direct to
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the classes on which used, and should always be charged
direct to the departments.
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CHAPTER V.
The Statements.

Paper and Twine.

Distribution of Expenses to Departments.

80. This presents rather a difficult problem. Paper
and twine used for a specific purpose can be charged direct
to the classes on which used, but the bulk of this class of
supply is used in wrapping bundles which contain more than
one class of work, and therefore cannot be distributed direct.
This can be apportioned with considerable exactness, if the
items making up this account are distributed as direct as pos
sible, and estimating the balance. This is usually the second
largest supply account, and any approximation should be
made with considerable care.

85. The first step towards the preparation of the Detailed
Cost Statement is the completion of the “Total” column on
the upper section of the statement, entitled “Distribution of
Operating Expenses to Departments.” The total expense
items as shown on the Profit and Loss Statement, Figure No.
22, Part One, covering the columns headed “Dry Gleaning,”
“Wash Room” and “Other Departments” are entered in the
“Total” column of the Detailed Cost Statement, as illustrated
by Figure No. 35, Part Two.
86. Productive Labor is entered first, then the various
Supply Accounts, and the total found, this commonly being
known as the “Prime Cost.” The totals of the various groups
of overhead of these same departments are next entered,
being Water, Gas, Group 1, Group 2, and Group 3, the accounts
comprising these groups being clearly indicated on the state
ment forms. The total of the column headed “Power” is
next entered below the overhead groups, and the total found.
The total Prime Cost and the total Overhead are then added
together, giving the total inside laundering cost, which will
compare with the total of the “Dry Gleaning” column and
the “Total Laundering” column of the Profit and Loss State
ment.

Boxes and Boards.

81. This presents no difficulty, as most of these items
can be charged direct to the classes upon which used.
Aprons, Coverings, Paddings.

82. These items should be distributed to the classes
handled in the same proportion as the Productive Labor in
the respective departments. This has been found to be an
equitable way of distributing these supply items. They should,
however, be charged direct to the departments in which used.
83. The question sometimes comes up regarding the
clothing of the flat work ironer. This usually runs up into
considerable money, and it does not seem fair that one period
should be apportioned with the entire cost. If desired, and
this is perhaps the better method of handling, this expense
can be handled as a deferred charge as explained in Part One,
and the expense thus distributed over two or three periods.
The mistake should not be made, however, of carrying this
expense very long in a deferred charge account, as all these
items should be charged to expense as soon as possible.

Water Softener Supplies..
84. It has been found that this account can be distributed
with considerable exactness by using the same percentage
as that used for Soap and Soda and Wash Room Supplies.

Washing and Extracting and Dry Cleaning Departments.
87. As the cost of the Washing and Extracting and Dry
Cleaning Departments are shown separately on the Profit
and Loss Statement, the amounts of Productive Labor, Sup
ply Accounts, and groups of overhead of these departments
should be posted to the proper columns on the Detailed Cost
Statement, thus completing these two departments with the
exception of the Power chargeable to them. These columns
should not yet be totaled.
Productive Labor.
88. Productive Labor is next distributed to the various
departments. This is already shown by the Pay Roll Distri
bution Summary, illustrated by Figure No. 30. In the last
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column of this form will be found the total Productive Labor
to be charged to each department, and these are posted to the
proper columns on the Detailed Cost Statement.

Supplies.
89. The various Supply Accounts are next distributed
to the proper departments. This distribution is already shown
by the Record of Supplies Used Summary, illustrated by Fig
ures No. 33 and No. 34. This summary shows the various
Supply Accounts, and the departments to which they should
be charged. They are posted to the proper columns on the
Detailed Cost Statement.

Prime Cost.
90. The Productive Labor and Supplies of each depart
ment are added to find the Prime Cost of each, and is proved
by adding across to equal the Total Prime Cost as shown in
the “Total” column.
Water.
91. The first item of the overhead is Water, and this
is charged to the Washing and Extracting Department on the
Cost Statement.

Gas.
92. The next item of the overhead is Gas, and this is
distributed to the various departments in proportion to the
percentages shown by Schedule B, explained in Paragraph
No. 34. The amount of this account to so distribute is found
in the “Other Departments” column of the Profit and Loss
Statement.

amount of Group 1 to distribute to Department A is six per
cent of $131.78 or $7.94, the amount shown. The amount
of Group 1 overhead is figured for each department, and
distributed to the various departments.

Group 2.
94. The amount of Group 2 overhead in the “Other
Departments” column is found to be $74.79, and is distributed
to the various departments on the basis of percentages as
found in Schedule D, as explained in Paragraph No. 36. This
is handled similarly to Group 1 overhead, and is figured and
entered in the appropriate columns on the Detailed Cost
Statement.

Group 3.
95. Group 3 overhead for other departments is handled
similarly, and is distributed to the various departments on the
basis of percentages as found in Schedule E, explained in
Paragraph No. 37. The amounts are figured for each depart
ment and entered in the appropriate columns.

Power.

96. The total power cost is then distributed to all depart
ments on the basis of percentages as found in Schedule F,
explained in Paragraph No. 38. The amounts are figured for
each department and entered in the appropriate columns.
Total Overhead.

97. The overhead is then totaled for each department,
and the totals added across to prove with the total overhead
in the “Total” column.

Group 1.

Percentages of Overhead.

93. The amount of Group 1 overhead in the “Other
Departments” column on the Profit and Loss Statement is
found and distributed to departments on the basis of the
percentages shown in Schedule C. It will be noted from
Figure No. 22, Part One, that the amount of overhead to so
distribute is $131.78. The value of the equipment of Depart
ment A in the schedule described in Paragraph No. 35 is six
per cent of the total equipment, not including the Washing
and Extracting and Dry Cleaning Departments, therefore the

98. The overhead of each department should be divided
by the Productive Labor of the corresponding department
to find the percentage to enter on the last line of this section.

Departmental Cost.

99. The prime cost and overhead of each department
should be added to show the total departmental cost, and the
totals added across to prove with the total inside cost in the
“Total” column.
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Distribution of Expenses to Classes.

Productive Labor.

100. The total column of the lower section of the
Detailed Cost Statement should be prepared next. The
amounts of the totals as shown on the upper section of the
statement covering the Productive Labor and Supply Accounts
or up to Account No. 63 should be copied in this column.
Opposite A Department in the total column should be entered
the amount of the Overhead of Department A as found in the
upper section, and each of the other departments are handled
similarly. This is shown by the illustration, Figure No. 35.
This column is then totaled and the amount entered on the
line “Total Cost in Plant.” This should agree with the total
cost as shown in the upper section.

103. The totals at the bottom of the Pay Roll Distri
bution Summary show the amounts of Productive Labor to
be charged to each class, and this should be entered under
the proper classes on the Cost Statement.

101. From the Profit and Loss Statement, the total of
the “Collecting and Delivering” column should be posted on
the next line, and the total of “General Expenses” on the
next, adding to find the total cost, or “Total Expenses” as
shown by the Profit and Loss Statement. The Net Earnings,
or the Earnings, less the Overcharges, should be entered on
the Cost Statement on the proper line, and the “Total Cost”
deducted from same, the balance being entered on the last
line. This represents the profit for the current period, and
should equal the “Profit and Loss on Operations” as shown
on the Profit and Loss Statement, illustrated by Figure No.
22, Part One.

Net Earnings.
102. The next step in preparing this statement is to fill
in the various headings showing the classes of work on which
costs are being found, and to enter beneath the Net Earnings
of each class of work. It will be necessary with this system
to divide the laundry sales, or Earnings, into the same classi
fication that costs are to be found on, the amounts of each
class being shown by a separate account in the General Ledger.
The Overcharges may be either subdivided in like manner,
or they may be apportioned to the classes in proportion to
the sales and only one account covering them kept in the
General Ledger. In either case, the Net Earnings for each
class should be entered, that is, the Earnings less the Over
charges.

Supplies.

104. The Record of Supplies Used Summary shows each
account so divided as to show the amount of each account to
be charged to each class of work. These amounts should be
posted to the Detailed Cost Statement following the proper
accounts, and distributed to the appropriate classes of work.
Overhead.
105. In distributing the overhead of each department
to classes of work, the Pay Roll Distribution Summary and
the percentages as shown on the last line of the upper section
of the Cost Statement are used. Department A will be ex
plained in detail, and the other departments arc handled in
identically the same manner.
106. The percentage of Overhead to Productive Labor
as shown by the upper section of the Cost Statement in Depart
ment A is 30.65 per cent, although the figure shown on the
statement is simply thirty per cent. The Productive Labor
of the Marking Department is subdivided on the Pay Roll
Distribution Summary, and the method of finding the amount
of Overhead of this department to charge to each class of
work is to find 30.65 per cent of the Productive Labor charged
to each class, which will produce the amount of Overhead
to charge.
107. For example, 30.65 per cent of $5.57, which is the
Productive Labor in this department on Collars, amounts to
$1.71 which is charged to Collars on the Detailed Cost State
ment, opposite A Department; 30.65 per cent of $12.07, the
Productive Labor of this department on Shirts, amounts to
$3.70, which is charged to Shirts on the Detailed Cost State
ment, opposite A Department. All of the other classes of work
in Department A are figured in exactly the same way, and the
total of these amounts added across should equal the total
overhead as shown in the “Total” column, in this department,
$56.92. Frequently, due to fractions of a per cent, this does
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not figure out exactly correct, in which case, a cent or two
may have to be added or deducted from each of the classes to
adjust.
108. All of the other department overheads are figured
in exactly the same manner, the only change being made is
the percentages and amounts, which differ in the various
departments. In case all of the Productive Labor is charged
to one class of work, for example, all of the Productive Labor
in Department F is charged to Collars, the overhead of this
department is charged to that class of work also. It will be
noted that these percentages change from month to month.

Laundering Cost
109. The Labor, Supplies and Overhead for each class
of work are added to find the Inside Laundering Cost of each,
the totals being added across to equal the laundering cost as
shown in the “Total” column.
Collecting and Delivering Cost.
110. The total Collecting and Delivering Cost should be
divided by the total Net Earnings to find the percentages of
Delivery Cost to Sales. This amounts to 19.68 per cent in
this example. This percentage is multiplied by the Earnings
for each class to find the Collecting and Delivering Cost for
same.
111. For example, the Earnings from Collars amounted
to $652.11, of which 19.68 per cent amounts to $129.65, or
the Delivery Cost of Collars. All of the other classes are
figured in the same way. The cost of the classes should
be added across to equal the total Collecting and Delivering
cost as shown on the statement, in this case, $1074.36.
112. The only exception to this rule is in case one deliv
ery route is used for a specific class, for instance, Commercial
Flat Work. In such a case, the cost of this one delivery route
should be charged direct to Commercial Flat Work, and the
balance of the delivery cost should be distributed to the
remaining classes in the manner just outlined.
General Expenses.
113. The total General Expenses should be divided by
the total Productive Labor to produce the percentage of
General Expenses to Productive Labor, in this example, being

51.18 per cent. This percentage is multiplied by the Produc
tive Labor for each class to produce the General Expense
cost for each class. For example, the Productive Labor on
Collars amounts to $140.91, of which 51.18 per cent amounts
to $72.10, or the amount of General Expense to be apportioned
to Collars. All of the other classes are handled in exactly
the same way.

Total Cost and Profit or Loss.
114. The Inside Laundering Cost, Collecting and Deliver
ing, and General Expense for each class are added together
to obtain the Total Cost of each class, and the Total Cost
deducted from the Earnings as shown above, thus producing
the profit or loss on each class. By adding the profits across
and deducting therefrom the total of the losses added across,
the amount of the Net Profit for the period should be found.
In this example, there were no losses, and the profits added
across totaled $921.23, or that shown by the Profit and Loss
Statement.
115. By dividing the amount of the profit or loss on
each class by the Earnings thereof, will be found the percent
age of profit or loss on each class. Percentages of profit or
loss are always found on the sales or Earnings, and not on
total cost.

Unit Costs.
116. Although the Cost Statement just completed shows
the cost of a class as a whole, yet it does not give a unit cost,
and this is found from the Detailed Cost Statement with the
Pay Roll Distribution Summary and schedules of pieces and
pounds as additional information.
117. The statement illustrated by Figure No. 36 is pre
pared in such a way, the first column showing the total cost
as given in the Detailed Cost Statement, except that the Pro
ductive Labor is subdivided as shown in the Pay Roll Distri
bution Summary.
118. The second column shows this same information
for one hundred collars, this being found simply by dividing
the quantity into each of the items shown in the first column.
Thus from this statement will be found that the total inside
cost of one hundred collars is $1.23, and the total cost is $2,158,

STANDARDIZED SYSTEM OF COST ACCOUNTING._______________________________ 15

showing a net profit of $.842. Statements can be prepared
showing the cost per pound or cost per piece of each of the
classifications.

CHAPTER VI.
Test Costs.
Their Use.
119. As explained in Paragraph No. 9, a unit cost can
be found of an article included in a general classification by
means of a test cost for a week, and the overhead and other
items of expense apportioned to it in such a way as to obtain
a comparatively accurate unit cost of this article. The ex
ample given was barber coats, which is included in the General
Classification of Plain Clothes. Another example of a test
cost is the cost of some particular job of Commercial Flat
Work, such as a certain hotel, or a certain hospital, etc.
The use of the test cost is quite an important feature of
the L. N. A. Cost System and can be used in a variety of ways
which will suggest themselves to the user of the system. It
is natural to suppose that in such a cost, slight errors may
occur, and for this reason it is well to take a second cost on
the same article some time later and compare the two, recon
ciling one with the other if possible.
Data Required.

120. The best way to explain the use of the test cost is
with an example, Shirts being used in this case. This cost is
generally found in a separate class, but the procedure would
be the same with an article taken from one of the other
general classifications. By keeping time and supply records,
it was found that 1500 shirts were laundered in a week with
Productive Labor and Supply costs as follows:
Labor, Marking ..................................................... 3.02
Labor, Washing and Extracting........................ 3.16
Labor, Starching ................................................... 6.40
Labor, General Drying ........................................ 1.31
Labor, Shirt Ironing ............................................. 32.91
Labor, General Machine Ironing........................ 1.99
Labor, Hand Ironing............................................ 7.36
Labor, Sorting and Wrapping .......................... 2.56
Soap and Soda...................................................... 1.71

Wash Room Supplies.................................................. 59
Starch....................................................................... 1.37
General Supplies..................................................... 1.50
Paper and Twine..................................................... 3.30
Boxes and Boards................................................... 6.42
Aprons, Coverings, Paddings.............................. 1.50
Water Softener Supplies............................................ 75
It is not difficult to obtain any of this information, and the
explanation in Paragraphs No. 59 to No. 84, inclusive, will
cover any difficulty encountered. The Washing and Extract
ing labor is found as follows:
Washer No. 1—50%—1800 minutes—900 minutes
Washer No. 3—125%—252 minutes—315 minutes

Total................................................... 1215 minutes
or
Total ................................................. 20 hours
Labor Cost per hour.......................... 158
Labor, Washing and Extracting. $3.16
The finding of the above costs offered no serious difficulty.
The Overhead, Collecting and Delivering, and General Ex
penses will be apportioned as described in Paragraphs No.
105 to No. 113, inclusive.
Completed Statement.
121. The completed statement of this test cost is
illustrated by Figure No. 37.
122. It will be noted that the Overhead is figured as a
percentage of the Productive Labor of the respective depart
ments, that the Collecting and Delivering Cost is figured as
a percentage of the sales, and that the General Expense is
figured as a percentage of the total Productive Labor on the
article. The percentages to be used in this case will be the
percentages as shown by the last completed Detailed Cost
Statement.
123. By a continued use of test costs, an article cost can
be found on every article laundered, and these can be checked
up against the Detailed Cost Statement to prove them, and as
the Detailed Cost Statement is checked against the Profit and
Loss Statement, it is known that the costs so found are not
incorrect or misleading.
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ACCOUNTING AND COST FINDING SYSTEM

DISTRIBUTION OF OPERATING EXPENSES TO DEPARTMENTS—PERIOD ENDED SATURDAY,

FIGURE NO. 36.

FIGURE NO. 37.

DETAILED COST OF COLLARS, JUNE 28, 1919.

TEST COST OF SHIRTS, WEEK OF JULY 5th, 1919.

Quantity, 21,737 collars.

Unit of Measure, 100 collars.
Amount

Sales....................................................................... ,........................ $652.11
Productive Labor:
Marking .................................................................................
Washing and Extracting...................................................
Starching ...............................................................................
General Drying ...................................................................
Collar Ironing.......................................................................
General Machine Ironing ......................
Hand Ironing .............................................. .’.......................
Miscellaneous Hand Work...............................................
Sorting and Wrapping ......................................................

Quantity, 1500 Shirts.

Per
Unit
$3,000

5.57
7.26
18.63
4.11
44.34
1.81
4.58
14.02
40.59

.026
.033
.085
.019
.205
.008
.021
.065
.188

Total ............................................................................................... 140.91

.650

Unit of Measure, 100 Shirts.

Amount
Sales...................................................................................................$195.00
Productive Labor:
Marking ...........................................................................
3.02
Washing and Extracting.......................................................
3.16
Starching....................................................................................
6.40
General Drying ....................................................................
1.31
Shirt Ironing.......................................................................... 32.91
General Machine Ironing...................................................
1.99
Hand Ironing ...........................................................................
7.36
Sorting and Wrapping...........................................................
2.56

Total ................................................................................................

.016

.005
.042
.012
.042
.035
.010
.004

36.15

Laundry Overhead:
Marking .........................................................................
1.71
Washing and Extracting.................................................... 13.07
Starching................................................................................
8.24
General Drying .................................................................
8.96
Collar Ironing....................................................................... 39.20
General Machine Ironing ......................................................... 89
Hand Ironing .......................................................................
1.16
Miscellaneous Hand Work ...............................................
4.95
Sorting and Wrapping........................................................ 11.95

.166

.008
.060
.038
.041
.180
.004
.005
.023
.055

90.13

.414

Total Laundering Cost ............................................................. 267.19
Collecting and Delivering.......................................................... 129.65
General Expense ....................................................................... 72.10

1.230
.597
.331

Total Cost ................................................................................... 468.94

2.158

Net Profit ..................................................................................... 183.17

.842

Total ................................................................................................

.20
.21
.43
.09
2.19
.13
.49
.17

58.71

3.91

Supplies:
Soap and Soda ...........................................................
Wash Room Supplies .......................................................
Starch ....................................................................................
General Supplies..................................................................
Paper and Twine..................................................................
Boxes and Boards................................................................
Aprons, Coverings, Paddings...........................................
Water Softener Supplies..................................................

1.74
.59
1.37
1.50
3.30
6.42
1.50
.75

.12
.04
.09
.10
.22
.43
.10
.05

Total .................................................................................................

17.17

1.15

Laundry Overhead (Figured on Percentages):
Department A, 30% of 3.02.....................................
.91
Department B, 177% of 3.16 ...........................................
5.59
Department C, 44% of 6.40 .............................................
2.82
Department D, 217% of 1.31 ...........................................
2.84
Department G, 46% of 32.91........................................... 15.14
Department H, 49% of 1.99 ....................................................... 98
Department J, 25% of 7.36 ...............................................
1.84
Department M, 29% of 2.56 ..................................................... 74

.06
.37
.19
.19
1.01
.07
.12
.05

30.86

2.06

Total Laundering Cost................................................................ 106.74
Collecting and Delivering, 19% of 195.00.......................... 37.05
General Expenses, 51% of 58.71 ........................................... 29.94

7.12
2.47
1.99

Total Cost .................................................................................... 173.73

11.58

Total ................................................................................................
Supplies Used:
Soap and Soda ...........................................................
3.42
Wash Room Supplies ........................................................
1.16
Starch ...................................................................................
9.14
General Supplies .................................................................
2.70
Paper and Twine ...............................................................
9.13
Boxes and Boards...............................................................
7.50
Aprons, Coverings, Paddings...........................................
2.23
Water Softener Supplies.............................................................. 87

Per
Unit
$13.00

Total .................................................................................................

Net Profit ......................................................................................

21.27

1.42
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